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Converium Holding Ltd, Zug

Zug, Switzerland -~ March 18, 2002 - Converium, one of the world’s leading reinsurers, today reports
on its successful 2002 renewal and its results for 2001. Converium listed on the SWX Swiss Exchange
{SWX: CHRN) and New York Stock Exchange (NYSE: CHR) in December 2001.

Successful 2002 renewals

Clients and brokers welcomed our independence. We renewed 73% of our premium volume that was
renewable at January 1, 2002 and experienced combined increases in rates and shares of around 25%. Our
increased performance targets were met. Our strict financial discipline required us to cancel 27% of our
renewable premium volume because the underlying business did not meet our increased performance
standards. The non-renewed premium volume was mostly offset by new business. The aggregate impact of
improved rates, increased shares and new business, offset by cancellations, resulted in premium growth of 19%
on renewable premiums.

The impact of the new capacity in Bermuda was limited as insurers tended to seek capacity from their existing
relationships.

Terrorism was widely excluded across lines of business and geography; where blanket exclusions were not
implemented, sub-limits for limited coverage were introduced.

2001 Result
2001 2001 2000
US$m UsStm UsusS$m
Gross premiums written 2,881.2 2,565.8
Net premiums written 2,482.6 1,996.0
Net premiums earned 2,295.2 1,861.5
Income before September 11, Enron, impairment losses on 103.5 16.6
equity portfolio, reserve strengthening, restructuring costs, and
taxes
September 11: imputed premiums for capped liability (28.5)
September 11: incurred losses, net (289.2)
Enron: incurred losses, net (67.0)
Impairment losses on equity portfolio (82.5)
Loss reserves:  reserve strengthening to get to Tillinghast's  (112.0)

best estimates (1% half 2001)

Loss reserves:  reserve strengthening (2™ half 2001) (11.6)

Loss reserves: - reserve strengthening (2000) (65.4)

Restructuring costs (50.0)

(640.8)

Loss before taxes (537.3) (48.8)
Net loss (367.4) (29.3)
Loss per share (US$) (39.18) (30.73)
Actual non-life combined ratio 128.9 116.9
Adjusted non-life loss ratio 76.6% 82.9%
Adjusted non-life underwriting expense ratio 22.9% 23.9%
Adjusted non-life administration expense ratio 6.0% 6.4%
Adjusted non-life combined ratio 105.4% 113.2%

Embedded Value (Converium Life) 36.6 29.9



Highlights

e  Converium is an independent top-ten reinsurance group - which listed on the SWX Swiss Exchange and
the New York Stock Exchange in December 2001

s Net premiums written increased by 24% to US$2,483m (2000: US$1,996m)

e Strong improvement in underlying performance: adjusted non-life combined ratio decreased by 7.8 pts to
105.4% (2000: 113.2%)

e Re-underwriting resulted in significantly improved quality of business portfolio
*  Strong balance sheet to harvest in a hardening market

- Strong capitalization (equity: US$1.6 billion)

- September 11: net loss capped at US$289.2m

- Asbestos & Environmental: marginal exposure (less than 1% of loss reserves, gross), reserve-levels
substantially strengthened to a survival ratio of 13.8 years (2000: 13.1 years)

- Solid reserve-levels maintained

- Enron-exposure: full limits bocked as incurred loss (Surety: US$56.0m; E&Q: US$8.5m; D&Q: US$2.4m;
Credit: US$0.5m)

- Low exposure to D&O policies

e Successful 2002 renewal season in a hardening market

e  Asstated in the IPO-prospectus, Converium’s Board of Directors will propose at the annual general meeting
not to pay out a dividend for 2001.

Dirk Lohmann, CEO Converium said:

“Converium entered 2002 as an established and integrated leading global reinsurer with a strong client focus
and determination to deliver shareholder value. We were well received as an independent company during the
recent January 1, 2002 renewal season by both clients and brokers. Terms and conditions have improved
substantially on a global scale and we have further enhanced the quality of our portfolio. 2001 was a year of
transition for Converium, as we carved out three distinct businesses from our former parent company, Zurich
Financial Services, and spun off Converium through an Initial Public Offering on December 11, 2001.”

Martin Kauer, CFO Converium said:

“Converium has a very solid balance sheet and is strongly capitalized at $ 1.6 billion to benefit in the hardening
markets. Qur financial strength enables us to retain more business in 2002. We substantially improved our
underlying adjusted non-life combined ratio in 2001 by 7.8 points to 105.4%. Due to our strict financial
discipline in underwriting, we expect sharp improvements in margins for 2002. Our objective for 2002 is to
generate a non-life combined ratio of close to 100% and to target an ROE of more than 12.5%.”

Enquiries:

Michael Schiendorfer Zuzana Drozd

Media Relations Manager Head of Investor Relations
michael.schiendorfer@converium.com zuzana.drozd@converium.com
Phone: +41 (0) 1639 96 57 Phone: +41 (0) 1 633991 20
Mobile: +41 (0) 79 307 70 50 Fax: +41(0) 16397120

Fax: +41(0) 163976 57



IPO, ranking and organization

The IPO of Converium took place on December 11, 2001 and involved the placing of 35 million registered
shares priced at CHF 82 per share or US$ 24.59 per American Depositary Share (ADS) with investors worldwide.

By January 9, 2002, 40 million shares were sold to the public by a syndicate of banks and Converium's 100%
flotation was earmarked as the largest reinsurance IPO ever worldwide and the largest corporate IPO in
Switzerland since 1998. The shares were allocated across the globe, 32% to institutional investors in the US,
24% to institutionals in the UK, 15% to institutionals in Switzerland, and 19% to institutional investors in the
rest of the world. The remaining 10% was allocated to retail shareholders in Europe and the US.

Today the company ranks 8 among the top ten professional reinsurers and employs close to 750 people in 24
offices around the globe. Converium has a strong balance sheet with an “A+" (strong) from Standard & Poor's
and "A" {(excellent) by AM Best Company. Converium’s September 11 net-losses are capped at US$283m by its
former parent, Zurich Financial Services. Converium has low exposures to D&O policies, minimal A&E exposures,
all of which are strongly reserved.

Converium is organized around four business segments consisting of our three non-life operations, Converium
Zurich, Converium North America and Converium Cologne, as well as Converium Life.

Important Disclaimer

This document contains forward-looking statements as defined in the U.S. Private Securities Litigation Reform
Act of 1995. It contains forward-looking statements and information relating to the Company's financial
condition, results of operations, business, strategy and plans, based on currently available information. These
statements are often, but not always, made through the use of words or phrases such as 'expects’, 'should
continue', 'believes', 'anticipates’, 'estimates' and 'intends'. The specific forward-looking statements cover,
among other matters, the improving reinsurance market, the expected losses related to the September 11 attack
on the United States, the outcome of insurance regulatory reviews, the Company's operating results, the rating
environment and the prospect for improving results. Such statements are inherently subject to certain risks and
uncertainties. Actual future resuits and trends could differ materially from those set forth in such statements due
to various factors. Such factors include general economic conditions, including in particular economic
conditions; the frequency, severity and development of insured loss events arising out of catastrophes; as well as
man made disasters such as the September 11 attack on the United States; the ability to exclude and to reinsure
the risk of loss from terrorism; fluctuations in interest rates; returns on and fluctuations in the value of fixed
income investments, equity investments and properties; fluctuations in foreign currency exchange rates; rating
agency actions, changes in laws and regulations and general competitive factors, and other risks and
uncertainties, including those detailed in the Company's filings with the U.S. Securities and Exchange
Commission and the Swiss Exchange. The Company does not assume any obligation to update any forward-
looking statements, whether as a result of new information, future events or otherwise.

Www.converium.com




2001 REVIEW OF OPERATIONS

Converium Zurich

Converium Zurich is the largest of the Group’s four business segments, with a territorial reach stretching from
Japan to Brazil. Zurich has specific responsibility for all non-life reinsurance written in southern and western
Europe, Asia Pacific, Latin America, and central and southern Africa. Underwriting is supported by eight regional
offices/branches, which together with Zurich are involved in the generation of about 48% of Converium’s
premium income.

Zurich houses a concentration of expertise and specialized skills which are at the disposal of the entire Group,
including Centers of Excellence for aviation and space, marine, credit and surety, and engineering. It is also
home to professional teams focused on global accounts underwriting, natural hazards, professional risks,
London Market North American business, and risk and financial modeling.

Converium Zurich wrote total net premiums of US$ 1,185 million in 2001, split almost equally between the
direct and broker production channels. Roughly 70% was proportional reinsurance.

Liability and property treaties dominate Converium Zurich's underwriting, making up more than half of our
book. Motor treaties and specialty lines are also important, the latter growing and proving particularly promising
as our underwriters continue their emphasis on high-margin business where expertise and a technical approach
set us apart from our competitors.

Our focus on maximum exploitation of specialized skills was a key driver of Converium Zurich’s 2001 re-
underwriting effort, which resulted in a substantial overhaul of the portfolio. We chose not to renew more than
one in three treaties, as we redeployed capacity away from under-performing businesses towards lines where
our expertise commands a higher price for it. This positive repositioning meant that for every two dollars of non-
renewed premium income we were able to write three dollars worth of new business.

Our per risk and facuitative business was the subject of special scrutiny, since it had not met our stringent
profitability hurdles for several years. A major organizational change arose from this attention: Converium
underwriters no longer consider facultative submissions in isolation. Instead, Client Relationship Managers now
evaluate each client’s treaty and facultative business on a combined basis, ensuring each relationship is
profitable overall.

Converium North America

Converium North America is the business segment responsible for all property liability as well as accident and
health reinsurance business written in the United States and Canada. It is also the Group’s global Center of
Excellence for agribusiness. We are one of the largest broker-market reinsurers in the US, leading all lines of
business on a broker basis for treaty reinsurance, and on a direct basis for individual risks.

36% of Converium Group's business was underwritten by the North American operation in 2001, yielding net
premiums written of US$898 million. The portfolio is well diversified both by line of business and contract type,
the resuit of a concerted effort to shift away from the liability-dominated book of predecessor Zurich
Reinsurance (North America), Inc. Our efforts to diversify our underwriting portfolio will continue as we build a
balanced, multi-faceted service platform focused on skilled underwriting, broad expertise and innovative
solutions to clients’ varied challenges.

Converium's diversity reflects the Group's resolve: 2001 was a year of re-underwriting and repositioning.
Converium North America cancelled or did not renew a significant part of its portfolio because the underlying
business did not meet our performance hurdles. Nonetheless, working with our brokers, we were able to
develop a significant portfolio to replace the business that was not renewed.

Converium North America’s liahility reinsurance portfolio was transformed in 2001. Re-underwriting action was
taken to reduce the amount of business where price is the chief driver of purchasing decisions, and towards
increased profitability. A significant proportion of the liability treaties that we did not renew were umbrella or
high excess severity business. However, casualty continues to be Converium North America’s largest line,
contributing 24 % of 2001 net premium income. Converium North America remains one of the most important

Liahilitv raincrirarce in the |I€



Professional liability lines are underwritten through close coordination and cooperation between underwriters in
Zurich and New York. Underwriting is coordinated on a global basis. We continue to be viewed as a leading
market reinsurer in this important segment of our business.

Catastrophe excess of loss treaties dominate Converium North America’s property reinsurance portfolio,
although we also write risk excess and proportional programs. In all, property accounts for about 16% of the
North American book.

Our gross loss in North America from the World Trade Center is US$ 155 million, of which US $70 million is in
property lines and US$ 85 million is in liability and workers compensation lines. Relative to our market share, our
North American property loss is favorable in comparison to our major competitors. We were not underwriters of
property facultative risks in North America, and we wrote very little property risk excess business during the soft
market.

The market's potential exposure to toxic mold is a significant risk to the industry. Our approach has been to
study and evaluate the exposure with the utmost underwriting discipline and to price for it.

Workers' compensation is an important US business segment for Converium, contributing 22% to North
American net premium income. Our focus is on regional and single-state clients, rather than large national
accounts, since the latter are more difficult to assess with precision and therefore to price satisfactorily. It is a
changing market, however, especially following September 11. The loss pointed out with absolute starkness the
aggregation risk inherent in workers’ compensation, a risk that previously had been almost completely ignored.

Regional facultative programs and speciaity lines predominate the motor book. The US motor market,
particularly commercial trucking, has been under priced for a very long time, but the tide is turning.

The year in review is notable for a concerted move into targeted specialty lines, where knowledge, experience
and innovation are paramount. For example, the accident and health account continues its solid growth.
Converium North America entered the line after assuming responsibility for this class of business in the US from
Converium's Cologne office in 2000. A strong team of local underwriters was hired, whose focus is primarily on
less volatile employers’ stop-loss reinsurance.

As home to the Group Center of Excellence for agribusiness, Converium North America recruited a team of
specialists in 2000. The business, while still small in relation to our total portfolio, recorded US$ 32 million of net
premiums in 2001 and was profitable in its first full year of operation, an excellent achievement. We anticipate
additional growth in the US market and plan to deploy Converium’s agribusiness expertise in other markets
around the globe.

Our New York-based credit and surety underwriter, working in close collaboration with the Zurich Center of
Excellence for credit and surety, has been developing and expanding the portfolio of US accounts.

Our Risk Strategies underwriting division represents our non-traditional team and is staffed with highly
specialized professionals with experience in underwriting, actuarial, accounting, tax and.legal. In 2001, it
represents approximately one third of the net premiums of Converium North America.

Against this backdrop of re-underwriting, diversification and new success for Converium North America, the US
reinsurance market in general has also been undergoing a transition. The turn began to take hold during mid-
year renewals. Liability prices began to rise, particularly in the specialty lines where Converium’s focus is
concentrated. Catastrophe business had been more attractive throughout, but it, too, was expected to improve.
The aftermath of the enormous losses incurred at the World Trade Center on September 11 brought about a
dramatic acceleration in the rise of reinsurance prices.



Converium Cologne

Converium Cologne, accounting for 10% of net premiums written in 2001, is the Group business segment with
responsibility for all property liability reinsurance lines, marine, as well as accident and health in Germany,
northern Europe, central and eastern Europe, the Middle East, and north Africa. Converium Cologne is home to
the Group’s Center of Excellence for health reinsurance, covering all worldwide markets except the US.

Our constant concentration on the deployment of technical skill and innovation has driven our expansion in
liability lines, increased our facultative acceptances in emerging markets, and encouraged the addition of
advanced structured and finite reinsurance solutions to our product mix. The result is both a broader customer
base and better positioning of Converium Cologne in key markets.

Re-underwriting was a major focus in 2001. Our underwriters analyzed the return on allocated equity for every
client and every contract on the books, and as a result chose not to renew more than 27% of treaties, worth
net written premiums of about US $40 million. At the same time our underwriters watched for new
opportunities that would benefit from their considerable capabilities in targeted areas. Qver the course of the
year they were able to replace the lost income with new business worth US $34 million, bringing total net
property liability and marine premiums written to US $222 million in 2001. In addition, worldwide accident and
health business written through Converium Cologne brought in net written premiums of US $36 million.

Converium Life

Converium Life, accounting for 6% of net premiums written in 2001, is the Group business segment responsible
for all of Converium’s life reinsurance business. Our team of life specialists in Cologne serves clients worldwide,
primarily on a direct basis. In 2001 the life portfolio was divided between six markets: Italy, Germany, France,
other European markets, the US (where retrocession is our major life product), and the rest of the world.
Among secondary markets we have a notable presence in the Middle East and Argentina.

The transformation of Converium into a significant global player in life reinsurance is one of the Group’s key
strategic goals. An approach was framed late in 1999, launched in 2000, and by 2001 was well underway. The
business is still small relative to our total turnover, yielding net written premiums of US$ 141 million in 2001, or
about 6%. But our accomplishments in life business are significant, especially considering they are the result of
just two years of organic growth.

The globa! outlook for life insurance is highly promising. Premium spending worldwide already outpaces non-life
spending by a ratio of 1.5 to 1, and is growing nearly five times faster. The opportunities are multiplying as
nations around the world invite private sector insurers to finance and operate new, sustainable pension and
savings systems.

As a result of this runaway growth, we anticipate a continued increase in international demand for life
reinsurance expertise and capacity. Life insurers in some countries are becoming both increasingly risk averse,
and more sophisticated in terms of their balance sheet management. Converium Life has solutions to deal with
both issues — solutions that, for Converium, are both a source of reliable profits, and an opportunity for diversity
and stability.

Converium Life established two international offices in 2000, a representative office in Milan and a branch office
Paris, and added life personnel to the non-life representative office of Converium in Buenos Aires, to support
regiona! opportunities and the fulfillment of our life reinsurance strategy.

Our substantial investment in Converium Life - including 40 staff hired since 2000 and the establishment of
three international offices — is an important step in the growth of our strategic position as a major international
life reinsurer. With controlled expansion into the UK, Spain, and selected Asian countries, we plan an agile entry
into the world's most attractive life reinsurance markets, maximizing the return on our specialist knowledge of
local cedants’ unigue demands, and our exploitation of innovative financial opportunities.



Converium Group

Consolidated and historical combined statements of income

(US$ million, except per share information)
Year ended December 31

Revenues:

Gross premiums written

Less ceded premiums written

Net premiums written

Net change in unearned premiums
Net premiums earned

Net investment income

Net realized capital (losses) gains
Other (loss) income

Total revenues

Benefits, losses and expenses:
Losses and loss adjustment expenses
Life benefits and policyholder dividends
Underwriting acquisition costs

Other operating and administration expenses
Interest expense

Amortization of goodwill

Restructuring costs

Total benefits, losses and expenses
(Loss) income before taxes

Income tax benefit (expense)

Net (loss) income

Basic (loss) earnings per share
Diluted (loss) earnings per share

2001

2,881.2
-388.6
2,482.6
-187.4
2,295.2
228.7
-18.4
-5.8
2,499.7

-2,163.1
-137.4
-508.1
-146.4

24.2
-7.8
-50.0

-3,037.0

-537.3
169.9
-367.4

-9.18
-9.18

2000

2,565.8
-569.8
1.996.0
-134.5
1,861.5
176.0
83.7
293
2,150.5

-1,520.0
-84.5
-454 .4
-116.0
-17.1
-7.3

-2,199.3
-48.8
19.5
-29.3

-0.73
-0.73



Converium Group
Consolidated and historical combined balance sheets

o

{US$ million, except per share information)
Year ended December 31

Assets
Invested assets
Available-for-sale securities
Fixed maturities
Equity securities
Other investments
Short-term investments
Total investments
Funds Withheld Asset/Zurich Financing Agreement
Total invested assets

Other assets
Cash and cash equivalents
Premiums receivable
Reinsurance assets
Underwriting reserves
Insurance balances receivable, net
Funds held by reinsureds
Deferred policy acquisitions costs
Deferred income taxes
Other assets
Total assets

Liabilities and equity
Liabilities

Losses and loss adjustment expenses, gross
Unearned premiums, gross

Future life benefits, gross

Other reinsurance liabilities

Funds held under reinsurance contracts
Deferred income taxes

Accrued expenses and other liahilities
Payable to Zurich Financial Services
Debt

Total liabilities

Equity

Common stock CHF 10 nominal value, 40,000,000 shares

issued and outstanding

Additional paid-in capital

Unearned stock compensation

Accumulated other comprehensive income (loss):
Net unrealized gains on investments, net of taxes
Cumulative translation adjustments

Total accumulated other comprehensive income

Net investment by Zurich Financial Services

Total equity

Total liabilities and equity

2001

23314
701.4
195.1

89.5

3,317.4

1,598.5

4,915.9

420.5
1,015.1

1,668.1
400.2
5234
217.9
300.4
2450

9,706.5

5,710.5
968.7
252.0
315.9
430.8
106.5
154.3

197.0
8,135.7

253.0
1,336.5
-27.1

30.3
-21.9
8.4

1,570.8

9,706.5

2000

2,236.2
611.0
52.2
1151
3,014.5
1,335.2
4,349.7

121.9
937.3

1,292.9
341.6
681.8
184.6
165.2
246.3

8,321.3

4,546.0
774.4
162.0
491.8
512.4
175.2
140.8
2334
196.9

7,232.9

18.8
40.5
59.3
1,029.1
1,088.4

8,321.3



Converium Group
Financial Results 2001
January Renewal 2002

Zurich - March 18, 2002




© Canverium

lanuary Renewal 2002

March 18, 2002

Important Disclaimer
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Although all reasanable care has been taken to ensure the facts stated herein are accurate and that the opinions
contained herein are fair and reasonable, this document is selective in nature and is intended to provide an introduction
to, and overview of, the business of Converium. Where any information and statistics are quoted from any external
source, such information or statistics should not be interpreted as having been adopted or endorsed by Converium as
being accurate.

Neither Converium nor any of its directors, officers, employees and advisors nor any other person shall have any liability
whatsoever for loss howsoever arising, directly or indirectly, from any use of this presentation.

This document contains forward looking statements as defined in the U.S. Private Securities Litigation Reform Act of
1995. It contains forward looking statements and information relating to the Company's financial condition, results of
operations, business, strategy and plans, based on currently available information. These statements are often, but not
always, made through the use of words or phrases such as ‘expects’, 'should continue’, 'believes’, ‘anticipates’,
‘estimated’ and 'intends'. The specific forward looking statements cover, amang other matters, the improving
reinsurance market, the expected losses related to the 11 September attack on the United States, the outcome of
insurance regulatory reviews, the Company's operating results, the rating environment and the prospect for improving
results and unaudited reports on premium volume developments. Such statements are inherently subject to certain risks
and uncertainties. Actual future results and trends could differ materially fram those set forth in such statements due to
various factors. Such factors include general economic conditions, including in particular ecanomic conditions; the
frequency, severity and development of insured loss events arising out of catastrophes; as well as man made disasters
such as the 11 September attack on the United States; the ability to exclude and to reinsure the risk of loss from
terrorism; fluctuations in interest rates; returns on and fluctuations in the value of fixed income investments, equity
investments and properties; fluctuations in foreign currency exchange rates; rating agency actions; changes in laws and
regulations and general competitive factors, and other risks and uncertainties, including those detailed in the
Company's filings with the U.S. Securities and Exchange Commission and the Swiss Exchange. The Company does not
assume any obligation to update any forward looking staternents, whether as a result of new information, future
events or otherwise.
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e January 1, 2001 renewal already marked the beginning of a new
Lup” cycle

 Balance sheet integrity of many players compromised
* Prolonged soft market (1997 - 2000)
* Recent negative A&E claims development
* Adverse investment climate

* Severe loss experience even excluding September 11 loss -
estimated $5bn man-made and $10bn natural catastrophes
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Industry Review 2001 — September 11, 2001
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» September 11, 2001 ended belief in industry overcapitalization
¢ Market loss estimated at between $30 and $70 billion

e Increased demand for reinsurance capacity after re-examination of
Probable Maximum Loss (PML) concepts

* Failure of some market participants already materialized; others may
follow

e Fourth quarter 2001 reserve actions deemed insufficient
* Industry league table in reshuffling process
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($m)

Gross premiums written
Net premiums earned

Net (loss) income after tax

Actual non-life combined ratio (%)
Adjusted non-life combined ratio (%)

2001

2,881
2,295

-367

128.9
105.4

%

+12%
+23%

n.m.

+12.0pts
-7.8pts
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($m) 2000
‘ Gross premiums written 2,566
| Net premiums written 1,996
. Net premiums earned 1,862
" Net investment results 260
Losses & loss adjustment expenses 1,520

: Underwriting acquisition costs 454
\ Other operating & administration expenses 116
. Actual non-life combined ratio (%) 116.9
‘ Adjusted non-life combined ratio (%) 113.2
. Net (loss) income -29

‘ Earnings per share ($) -0.73

2001

2,881
2,483
2,295
210
2,163
508
146

128.9
105.4

-367
-9.18

%

+12%
+24%
+23%

-19%
+42%
+12%
+26%

+12.0pts
-7.8pts
n.m.

n.m.




Converium Group: Premiums

Strong compound premium growth
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« Strong premium growth despite complete re-underwriting in 2001

0O Gross premiums written
O Net premiums written
O Net premiums earned

Gross premiums written

- Compound growth (1998-2001):

- Growth 2007 vs. 2000:

Net premiums written

- Compound growth (1998-2001):

- Growth 2001 vs. 2000:

Net premiums earned

- Compound growth (1998-2001):

- Growth 2001 vs. 2000:

Retention Rate

1998: 85.4%
1999: 81.4%
2000: 77.8%
2001: 86.2%

+25.5% p.a.

+12.3%

+25.9% p.a.

+24.4%

+23.2% p.a.

+23.3%



Converium Group: Premiums (cont’d)

- M ‘ March 18, 2002
Further improved geographic spread
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+ Well balanced and globally diversified portfolio

Net premiums written ($m) 1998 1999 2000 2001
Latin America 15.7 46.1 75.5 146.2
Near and Middle East 57.0 61.2 74.2 99.2
Far East 10.2 51.5 84.7 121.6
Rest of Europe 175.7 181.8 270.6 281.0
United Kingdom 190.2 241.2 317.5 593.4
France 57.0 58.8 49.0 60.4
Germany 107.4 124.2 97.3 142.4
North America 631.9 805.4 1,027.2 1,038.4

Total 1,2451 1,570.2 1,996.0 2,482.6
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Converium Group: Non-life ot

Strong growth in premiums
|
2500
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Strong growth despite non-renewal of treaties that did not meet our
performance targets, especially in liability.

Growth driven by increased shares in renewed and new business written
by Converium Zurich, particularly in specialty lines:

+ Motor (+$83m)
»  Multi-peril (+$58m)
» Aviation & Space (+%76m)
+ Property (+$40m)
« Professional Liability (+$26m)
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Converium Group: Non-life (cont'd) | oo,
Further diversification towards specialty lines! ™

‘ Page 12

J

\
f 2'500
\’ O other

= .. O Engineering

g 2'000 1 O Marine

o Accident & Health

g 1'500 A 0 Aviation & Space
‘ n OWorkers' Compensation
| g 1'000 - — | Credit & Surety
| & O Motor
| @
- e O Property

2 500 O Liability

458
0

1998 1999 2000 2001

« Well balanced and globally diversified non-life portfolio

Net premiums written ($m) 1998 1999 2000 2001

Liability 296.7 410.4 474.9 458.1
Property 252.5 301.9 403.8 501.9
Motor 124.5 159.1 333.1 437.2
Credit & Surety 98.2 106.4 122.0 178.6
Worker's Compensation 1731 200.1 163.9 192.6
Aviation & Space 44.8 97.0 119.3 181.0
Accident & Health 46.3 66.2 85.3 116.4
Marine 53.2 43.7 46.3 74.3
Engineering 32.2 41.3 55.4 80.7
Other 61.0 59.3 77.6 120.4
Total 1,182.5 1,4854 1,881.6 2,341.2

US D&QO- and E&QO-exposures not material:

($m) 1998 1999 2000 2001
Gross premiums written 26.2 53.7 58.5 54.9
Gross loss and loss

adjustment reserves held 168.6

Reserves to premiums-ratio 307%




Converium Group: Non-life (cont'd)
Actual non-life combined ratio
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| 128.9
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£ 0 Loss Ratio
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| 8 4 : ' 0 Underwriting expense ratio
g 00 »
- O Administration expense ratio
L2 40
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<‘§ 204|279 252 23.9 23.2

0 10.4 74 6.4 6.1

1998 1999 2000 2001

» The substantial improvement of the underlying performance of
.~ Converium’s non-life business is not reflected in the actual non-life
| combined ratio

The actual non-life combined ratio was materially impacted by

- reserve actions (1998, 1999, 2000 and 2001)

- September 11, incurred losses and imputed premiums (2001)
- Enron (2001).

The actual non-life combined ratio doesn’t fully reflect the substantial
improvement of the performance in Converium’s non-life business.

Net adverse developments in 2001:
- Tsthalf: $112m to get to Tillinghast's “best estimates”
- 2" half: $12m to strengthen the A&E-reserves

(2001: survival ratio: 13.8 years; 2000: 13.1 years)

4 quarter 2001 -~ major loss events;
- Enron:  $67m
$56.0m Surety
$8.5m E&O
$2.4m D&O
$0.5m Credit

- Lipobay: $27m



Converium Group: Non-life (cont’d) ‘ s,
Adjusted non-life combined ratio |

| March 18, 2002
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.+ Re-underwriting and restructuring of the underwriting process resulted
. in a substantial improvement of the underlying performance

Adjustments for

- reserve actions (1998, 1999, 2000, 2001)

- September 11, incurred losses and imputed premiums (2001)
- Enron (2001)

Embedded profitability substantially enhanced in 2001
- Performance targets implemented in 2000 for 2001-renewals
- Restructuring of the underwriting process

- Re-underwriting of whole non-life book based on performance
targets

Strict financial discipline implemented and reinforced for 2002-renewals.



© Converiu m

Financial Results 2001
January Renewat 2002

Converium Group: September 11
Best practice exposure management

March 18, 2002
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« Stable loss estimates since September 12

Incurred losses, net, of

$310m estimated on September 12

’ 24hrs after September 11-events and of

$289m as at September 30, 2001
(-7% compared to first estimate).
The September 30, 2001-estimates were the basis for
the cap.

September 11-losses capped by ZFS - no material credit risks for

Converium:

- Non-performance-risks of retrocessonaires covered by ZFS

- $220m-event limit in quota share retrocession agreement

- The losses of Converium Reinsurance (North America) Inc. and
Converium Reinsurance (Germany) AG are capped at a total of
$69m by ZIC.

- LOCs to support substantially all of the ZFS-reinsurance
recoveries ($152.3m) related to September 11

$65m-development (+10%) of incurred losses, gross, during the 4t
quarter 2001 — no impact on Converium due to cap.

As of February 28, 2002, $28m of the incurred losses of the September
11-events have been paid out (losses paid).




Converium Life: Premiums
Strong growth continues

| Page s

lanuary Renewal 2002

| 1
‘ 50 T

125 -

100

4 a Converium Life
75 141

114
50 1
85

Net premiums written ($m)

i 25 - 63

0 -
’ 1998 1999 2000 2001
« Embedded Value: $36.6m (2000: $29.3m; +25%)
|« Compound premium growth of more than 30% p.a. (1998 - 2001)
|

The embedded value for Converium Life is calculated for the in-force life
portfolio net of retrocession. It represents the value of estimated future
statutory earnings after tax including the costs for risk-based capital and
administration.

The methodology remained unchanged compared with the last year’s
calculations. The risk discount rates for US- and European business was
8%.




Converium Group: Investment Results e ——
Impairment of equity portfolio fully booked |

| page 17

350

300911 79
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200 1 84

150 1
253 214
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B

229

Total investment results ($m)

0
-50 4

-100

-18
-83

1998 1999 2000

2001

O Impairment losses on equity
portfalio

O Net realized capital (losses)
gains

O Net investment income

1998, 1999 & 2000: investment results impacted by Zurich Financing
Agreement (cancelled as per July 1, 2001)

Average realized investment yields (pre-tax)

1999: 6.8%
2000: 5.9%
2001: 4.3%

The average pre-tax yield is calculated by dividing net investment
income and net realized capital gains (losses) for the period by the
average of the beginning and period end investment balances
(including cash and cash equivalents).

Impairment of equity portfolio fully booked in 2001 ($82.5m).

Net unrealized gains on investments, net of tax:

2000:; $19m
2001: $30m




Converium Group: Net loss 2001
Positive underlying profitability
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$104m
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Converium Group: Invested assets |
Conservative strategic asset allocation

Page 19

O Funds withheld asset
O Fixed maturities (including short-term
investments}

O Equity securities

B Real estate

Fixed income securities

AAA/Aaa-rated: 70%
A-rated or better: 95%

Funds withheld asset

$1,599m expected increase due to premium receipts
(Zurich Financing Agreement as at 30/06: $1,253m)
- marginal credit risks

- marginal duration mismatch risks

- marginal currency mismatch risks

Average yield (31/12/2001):5.3%
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Converium Group: Reinsurance assets |,
Limited credit risks ! March 18, 2002

1 Page 20

i
1

Reinsurance assets as at 31/12/2001

$1,668m

$ 400m
$ 523m

$2,591m

Underwriting reserves
substantial collateral in form of deposits, securities and/or
letters of credit

$1,545m Reserves for losses and loss adjustment expenses
$363m Unicover Pool
$183m subsidiaries of ZFS

$79m  Reserves for unearned premiums
$44m  Future life benefits
Premiums and insurance balances receivable, net

Funds held by reinsureds
(offset clauses)

Total reinsurance assets
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Converium Group: Loss Reserves

Strong reserve levels maintained | o
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Solid capitalization |
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Converium Group - Strong balance sheet to
harvest in hardening markets

* Practically no A&E exposure

Asbestos & ( below 1% of loss reserves gross)
Environmental

TSeptember 11 e ZFS caps liability at $289m
|
|

e Survival ratio: 13.8 years

" Solid reserves | ¢ Reserving-discipling maintained

Strong |« Equity: $1.6bn

t , I e Risk -, asset & liability-management
; Best practice y g

t

¢ Disclosure

Financial Results 2001
January Renewal 2002

March 18, 2202

Page 23

' _capitalization J o S&P: A+ “strong”; A.M. Best: A “excellent”




Converium Group
January Renewal 2002

Dirk Lohmann, Chief Executive Officer !
\

_____
<ne nex: Ra gene:ation |




Converium Group:
Successful January renewal season 2002

March 18, 2002

Pags 25

¢ Market hardening as a global phenomenon — primary markets
tightening up, and terms and conditions improving in favor of
reinsurers

* Impact of Bermuda capacity was limited — January 1, 2002 just too

\
e January 2002 renewal mostly confirmed industry’s expectations
|
i soon for some

e Clients tended to seek capacity from their existing relationships

» Converium was very well received by clients and brokers




Converium Group: Terrorism exclusions

I o converium
t

Finan: esulis
| January Renewa
I March 18, 2002

i Page 26

Reinsurance industry has taken a hard position on terrorism

Wide-ranging exclusions across lines of business and geography,
including property, liability, cyber-terrorism

Where blanket exclusions were not implemented, Converium worked
with clients to introduce limited coverage

Government-sponsored solutions have generally not materialized

Pressure mounting from the market to relax terrorism exclusions

—_— —
—_—
So far, the industry has succeeded to limit its terrorism exposure




Converium Group: Strong renewals and

© Converium

Finanaial Results 2001
fanary fenewal 2002

. March 18, 2002
strong new business
|
| 21%
27% 25%
I 119%
| 68% 100%
I 12%
; 100% 3%
32%
Total Later jan 2002 1an 2002  Cancelled  Renewed Price and New lan 2002 Total after
before Jan  renewal  renewable renewabte _ share renewals Jan 2002
2002 renewal Increases completed renewal
$2.6bn $2.9bn

« Estimated in-force gross premiums written based on underwriters’ reports




Converium Group: Reduced reliance on et
retrocession leads to stronger net premium

Janyary Renewai 2002

Maich 18, 2002

growth
Retention ratio
86 20% Retention ratio =
85.40% net premiums written
divided by gross
— premiums written
- 81.40%
77.80%
i —_ [
L —
|
1998 1999 2000 2001

|+ Additional increase in retention ratio expected for 2002
|« Cat bonds used as alternative form of retrocession
|
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Converium Group: Cat exposure - expected
net loss for 250 year events below 15% of
capitalization

Financial Results 2001
lanuary Renewal 2002

March 18, 2002
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($m) us | us | Euro Japan|  Caribbean
Earthquake Hurricane 1 Windstorm| Earthquake:  Hurricane

Gross | 293.9° 288 zes.si 185.5. 170.4
Traditional 85/ 85 85| 85 65.4
Trinom 58.5 30.8 31.3| 0 0
Net 150.4 172.2 ; 152.2 100.5 105
A luly 2001 -12.5 1.3, -3.6| 0! 15
‘ Mexico! Switzerland' Japa?} Australia’ Turkey
Earthguake Earthquakei Typhoon| Earthquake: Earthquake

|
Gross 85.2 782! 71.8 56 51.5

Traditional 20.2 132 10 6 15
Trinom 0 01 0 0; 0
Net 65 65 61.8] 50 50
| A July 2001 25| 18.9| -10] 98| +44.5

« Exposure as of January 1, 2002 (after renewal)
« Net exposure down in some key areas, despite reduced reliance on
retrocession
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Converium Group: European storm - higher | ‘

returns and reduced risk for 2002

© Converium

ial R \Lﬁ 2001
ry wal 2002

i
'

25%
20%
15%
10
5%
0%
-5%
-10%

3

Expected Return on
Risk Adjusted Capital

-15%

_®Denmark
(;sNOSW|tzerland Legend:
4 Euro
ﬂ/‘ . )?EUK u pef\} 2002
! kY
‘r! ][ 4 / /?f@ ;}5 2001
L
/- / /
©0 / / 2000
Germa(r?y / d/
Expected gross
loss for 250 year
France © return events
($m)
100 200 300

« Reduced exposure through increases in client retentions and active
portfolio management
« Reduced exposure freeing up capacity for upcoming April 1 and July 1

renewals
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Converium Group: Strong growth in 5

specialty lines

March 18, 2002
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By LoB after renewal

61% 6.6%

I 11.9%

19.5%

10.3%

2.7%

16.6%

Total in-force gross premiums written
$2,9bn based on underwriters’ reports

compensation

Growth during renewal

O Liability

O Professional Liability
O Property

O Motor

B Credit & Surety

O Workers Compensation
O Aviation & Space

B Accident & Health
O Marine

O Engineering

0O Specialized & other
mLife

:115%
26%

[18%
111 %
B7%

-60%

1%
116%
0%

144%
ﬁZG%

-80 -60 -40 -20 0 20 40 60 80

« Increased focus on profitability led to reductions in workers’
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Converium Group: Growth focused on | e
profitability not market share e 8 12

Page 32

By country after renewal Growth during renewal
10.2% 43% 5 g O Germany 0%
OFrance L 13%
DUK 319
ORest of Europe 4_‘_\27%
DOFar East 12%
O Near & Middle East  J7%
@B North America 8%
8 Latin America %9%
X OWW (Aviation) ! ' . . : . . 169%
Total in-force gross premiums written 10 0 10 20 30 40 50 60 70%

$2,9bn based on underwriters’ reports

Achieved 22% growth in Switzerland during the renewal

Increased underwriting activity in the UK due to current opportunities
Germany unchanged due to re-underwriting actions

North America with slight decrease due to strict underwriting discipline

-




Converium Group: Profitability through
disciplined pricing approach

! Return on Risk Adjusted Capital (RORAC) is the yardstick

© Converium

Financial Results 2001
January Renewal 2002

Maich 18, 2002
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Threshold* pre-tax RoRAC If transaction does not reach
‘ threshold:
i | Required above average RoRAC ‘ lecti
\ ‘ tive non-ren |
‘ Payback to compensate for soft market > Selec on-renewa
|
5 % Average sustainable RORAC ; Approval by chief

18.7% | X
Target | > underwriter

required by management

Hurdle @ Minimum admissible RORAC > Sign-off by

* RAC allocated by treaty, layer, client and underwriter

« Strict focus on underwriting profitability maintained

*|llustrative thresholds apply to Converium Zurich

CEO

* Expected January 1, 2002 portfolio profitability above target threshold
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Converium Group: Enhanced terms of trade | momes

improve underwriting profitability

March 18, 2002
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1
|
|
|

Property Far East
Liability Far East
Professional Liability UK
D&O USA

E&O USA

Property ltaly

Motor France

Credit & Surety Europe
Engineering

Property Eastern Europe
Industrial Property Germany

Average commission  Underlying rate

reduction (%) increase (%)
-5 1o -10pts +30to +80%
-5pts 0to +10%
-6.5pts +10 to +50%

-5pts +50%

-5pts +10 t0 50%

-7pts +20t0 80%
-3.5pts +3%

-1 to -3pts +10%
-2.5pts +15t0 100%

-5 to -10pts +10 t0 +50%
-5 to -10pts +50 t0 150%




Converium Group: Enhanced terms of trade
improve underwriting profitability

© Convenium

Maich 18, 2002
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Hlustrative example: Motor - Quota Share

2001 2002
A B Combined
3 points

decrease in | 10% rate Rate increase &

commission increase commission de¢rease
Number of policies 200000 200'000 181'818 181'818
Premiums per policy 220 220 242 242
Total premiums 44'000 44'000 44'000 44'000
Commissions & Expenses 8'800 7'500 8'800 7'500
Claims 34'000 34'000 30'900 30'900
Underwriting result 1'200 2'500 4'300 5'600
Loss Ratio 77.3% 77.3% 70.2% 70.3%
Commission & Expense Ratio 20.0% 17.0% 20.0% 17.0%
Underwriting Combined Ratio 97.3% 94.3% 80.2% 87.3%
Risk Adjusted Capital 20'000 20'000 18'000 18'000
RoRAC 6.0% 12.5% 23.9% 31.1%

Financial Results 2001
January Renewal 2002




When do price increases flow through to s,
the bottom line?

Page 35

Underwriting years (premiums written)

2001

Accounting years (premiums earned)
2000 2001 2002 _ ?903

|
i 2000
I
I

LAWY YEAR 2¢

Simplifying assumptions: renewals spread evenly throughout the year,
and all policy durations equal to one year.
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2001 - Set the stage for a strong 2002

Page 37

\ * Reserve adequacy - issue of concern for the industry
- Market | e Hardening that accelerated throughout the year

. Review | #2001 loss experience served to accentuate the trend,
. _._____1 even before September 11

¢ |PO accomplished against aggressive timeline
? [ * Remained focused on implementing our strategy
|
| * Independence well received by clients and brokers

- Converium | e Financials in line with our expectations at the time of
| the IPO

* Balance sheet integrity maintained
* Ready for today’s market




Appendix

© Canverum

Financial Results 2001
January Renewal 2002

Maich 18, 2002

Page 38




Converium Zurich: Premium development
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By LoB after renewal

12.0%

1

\

\ 46%
! 129%
|

|

194%

Total in-force gross premiums written
$1,6bn based on underwriters’ reports

O Liability

O Professional Liability
O Property

O Motor

B Credit & Surety

O Workers Compensation
O Aviation & Space

B Accident & Health
O Marine

O Engineering

O Specialized & other

Growth during Renewal

53%
110%
Ds%
B 7%
10%
71659
-16% EZ0
21%
2% [
_  _e3%
40 20 0 20 40 60 80%




Converium Zurich: Premium development s
(cont,d) ‘ March 18, 2002
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By country after renewal Growth during renewal
|
! 0.8%
' O Germany B%]
‘ O France 12%(]
ouk 31%

ORest of Europe

82%
O Far East

ONear & Middle East

@ North America 7%

B Latin America

OWW (Aviation) 165%

i T i

-10 0 10 20 30 40 50 60 70%

10.1%

$1,6bn based on underwriters’ reports

i
|
I
!
Total in-force gross premiums written




Converium North America: Premium

development

By LoB after renewal

Total in-force gross premium written
$910m based on underwriters’ reports

O Liability

O Professional Liability

O Property

O Motor

@ Credit & Surety

0O Workers Compensation
B Accident & Health

O Marine

O Specialized & other

© Converiurs

Financial Results 2001
January Renewal 2302

March 18, 2002
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Growth during renewal

1%

12%

4%
123%
149

61%

E199

[ 16%

8%
80 60 -40 20 0 20 40%
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Converium Cologne: Premium development
| |
| By LoB after renewal Growth during renewal
! 09% O Liability ml%_
: O Property L 8%

O Motor u 4%

& Accident & Health

O Marine 15(%

D Engineering 15%

O Specialized & other

204%

20 10 0 10 20 30 40%

Total in-force gross premium written
$250m based on underwriters’ reports
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Converium Cologne: Premium development oo,
(Cont’d) ;, March 18, 2002
| Pageed
|
!
By country after renewal Growth during renewal
| O Germany @
D France 219
O Scandinavia 56%
m Eastern Europe 13%
O Rest of Europe 31%
O Near & Middle East ]5 o
' -10 0 10 20 30 40 50 60 70%
|
| Total in-force gross premium written
: $250m based on underwriters’ reports
|
|
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Converium Life: Premium development
1’ By country after renewal Growth during renewal
|
8.0% 0 Germany 21% } ‘ I | ’
O France — 1143%
-
DUK 82%
Oltaly 39%
O Far East

O Near & Middle East

8 North America

& Latin America %

32.0%

0 20 40 60 80 100 120 140 160%

Total in-force gross premiums written
$180m based on underwriters' reports
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Converium Group: Directors & Officers i
reinsurance - exposure limited w200

. bagess

Our current estimate of ultimate loss ratios for the largest US-based
D&O writers from 1997-2000:

‘ 1997: 100% ‘ 1998: 130% ’ 1999: 150% | 2000: 150% ‘

Three of these companies came up for renewal at July 1, 2001,
comprising total gross ceded premium of approximately $300mm.

The market supported terms we believe would yield ROEs that are
slightly negative at best. Consequently, we declined each of these
programs.

The fourth account was an April 1, 2001 renewal to us where we
participate in a high excess position. We feel that the attachment point,
structure and level of downside protection will yield an ROE in the range
of 15-17%.

In light of prior years' results and the current environment for D&Q, we
anticipate a significant hardening of reinsurance terms at July 15t 2002.
Our D&O/E&O exposure is a well-diversified book of domestic and
international, small-cap, primary, mid-attachment and high excess
business.
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Converium Strategy — Management |
Principles e

i Page ¢

Focus

Global Financial I\i?ﬂ?l?:eatls Targeted Life Strategic
Platform  Discipline Tools Expansion Alliances

T 7] e Capitalize on underwriting skills, innovation and global

FOSEJ expertise to achieve long term value creation

| ® Leverage fully integrated global business model to

Global
Plat?‘o?m provide value added client solutions and drive down
costs

" Financial | ® Maintain strong underwriting discipline and profitability

. Discipline | focus




Converium Strategy — Growth Drivers
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. . Capital :
Global Financial Targeted . Strategic
Focus Platform  Discipline M.[.a(;gits Expansion Life Alliances

Capital 1  Implement capital markets tools to optimize capital

MTaO”éEtS | efficiency and profitability

| SO . .0 SR |

" Targeted |*®Expand our position in attractive markets through focus,
__Expansion | innovation and opportunistic use of capital

§ , ' Grow our life reinsurance business to a substantial part
- Life of our portfolio

. Strategic . ® Generate additional business through long-term
__Alliances . strategic alliances
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Shareholders” Meeting
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We have prepared our financial statements included in this annual report in accordance with accounting principles
generally accepted in the United States of America, or US GAAP. The following selected financial data highlights
selected information that is derived from our financial statements found later in this annual report, which have
been audited by PricewaterhouseCoopers Ltd, independent auditors.

Income statement data
Roveriass
(US$ million, except per share information)

Year ended December 31 2001 2000 1999 1998
Gross premiums written ) 2,881.2 2,565.8 1,928.7 1,458.8
Less ceded premiums written -398.6 -569.8 -358.5 -213.7
Net_premiums written 2,482.6 1,996.0 1,570.2 1,245.1
Net change in unearned premiums 1.-1874 -1345 -168.7 -17.7
Net premiums earned 2,2952 1,861.5 1,401.5 1,227.4
Net investment income 2287 1760 2140 2554
Net realized capital (losses) gains -18.4 33.7 76.3 78.9
Qther (loss) income i 58 293 221 24.8
Total revenues {24997 21505 17139 1,586 5

Banatits, losses and expenses
Total losses, loss adjustment expenses

~2,300.5 -1,6045 -1,138.7 -917.3
-678.7 -587.5 -470.6 -484.7
-7.8 -7.3 6.2 -6.2
Restructuring costs . k. 500 et - -
Total benefits, losses and expenses -3,037.0 -~2,199.3 -1.6155 -1,408.2
{Loss) income before taxes -537.3 -48.8 98.4 178.3
Income tax benefit (expense) ) 169.9 19.5 —40.6 —-62.0
Net (loss) income -367.4 —29.3 57.8 116.3
{Loss) earrdngs per shurs e
Number of shares (millions) (1) 40 40 40
Basic (loss) earnings per share . -9.18 1.45 29
Diluted (loss) earnings per share -9.18 1.45 291
Balance sheet data
(US$ million)
As of December 31 2001 2000 1999 1998
Total invested assets 1.49159 4,349.7 4,2328 3,898.1
Total assets 9,706.5 83213 6,916.0 6,290.9
Insurance liabilities 7,677.9 6,486.6 5,0489 4,409.9
Debt 197.0 196.9 196.8 196.7
Total liabilities 8,135.7 7,2329 5,694.6 5.060.6
Total equity ) 1,570.8 1,083.4 1,221.4 12303
Other data
(US$ million)
Year ended December 31 2001 2000 1999 1998
Net premiums written by segment:
Converium Zurich 1,185.0 818.3 569.5
Converium North America o 898.4 8447 6773
Converium Cologne 257.8 2186 2386
Converium Life 141.4 1144 848
Total net premiums written 2,482.6 1,996.0 1,570.2
Non-life combined ratio 128 9% 116.9% 112.5%

(1) iImmediately following the Transactions, we had 40,000,000 shares outstanding. Therefore, these shares are
considered outstanding for all prior periods presented.

The following discussion and analysis should be read in conjunction with our financial statements, including the
related notes to those financial statements. This discussion contains forward-looking statements that involve risks
and uncertainties and actual results may differ materially from the results described or implied by these forwara-
looking statements.

Cverview

Converium Holding Ltd and subsidiaries (“Converium Group”) is a leading global professional reinsurer which
offers a full range of traditional non-life and life reinsurance products as well as innovative “non-traditional” solu-
tions to help clients manage capital and risk. Our principal lines of non-life reinsurance include liability, property,
motor, credit and surety, workers’ compensation, aviation and space, accident and health, marine, engineering
and other specialized lines. The principal life reinsurance product is ordinary life reinsurance.

Converium Group was formed through the restructuring and integration of substantially all of the third party
assumed reinsurance business of Zurich Financial Services through a series of transactions ("Transactions”). On
December 1, 2001, Converium Group entered into a Master Agreement with Zurich Financial Services (the
“Master Agreement”) which sets forth the terms of the separation from Zurich Financial Services. in December
2001, Zurich Financial Services sold 87.5% of its interest in Converium Group through an initial public offering
(“IPO™), which date represented the legal separation from Zurich Financial Services. Zurich Financial Services’
remaining 12.5% interest in Converium Group was sold in January 2002.

Subsequent to the initial public offering, Converium Group has operated as an independent company. However,
under the Master Agreement, Converium Group has several ongoing business relationships with Zurich Financial
Services, as described in the notes to the financial statements.

Based on calendar year 2000 third-party net premiums written, Converium Group ranks among the ten largest
global reinsurers. Converium Group is rated “A” (Excellent) by A.M. Best Company, Inc., “A+" (Strong) by
Standard & Poor’s Corporation and “A1” {Good) by Moody’s Investors Service, Inc.

Results of pperatioss
{US$ million)
Year ended December 31 2001 2000 1999

3674 -29.3 57.8

Net (loss) income

We reported a net loss of US$ 367.4 million for the year ended December 31, 2001 compared to a net loss of
US$ 29.3 million for 2000. As discussed below, pre-tax losses of US$ 289.2 million were recognized for the
September 11 terrorist attacks, net adverse loss development of US$ 123.6 miltion pre-tax was recorded related
to accident years 2000 and prior, US$ 67.0 million in pre-tax losses were incurred relating to the Enron Chapter
11 reorganization and US$ 28.5 million in ceded premiums were recorded for September 11 terrorist attacks and
other coverages from Zurich Financial Services.

In addition, the net loss included US$ 82.5 million in pre-tax charges against income for publicly traded equity
investments that were impaired. The impairment charges reflect continued deterioration in global stock markets,
particularly in North America. As a result of these charges, our gross pre-tax unrealized losses in our equity port-
folio declined from US$ 65.9 million at December 31, 2000 to US$ 25.1 million at December 31, 2001 and our
net pre-tax unrealized position improved from a loss of US$ 1.3 million at December 31, 2000 to a gain of US$
22.1 million at December 31, 2001.

The above charges were offset by a tax benefit of US$ 169.9 million in 2001 compared to a benefit of US$ 19.5
million in 2000.

We reported a net loss of US$ 29.3 million for 2000 compared to a net income of US$ 57.8 million in 1999, a
decrease of US$ 87.1 million. This decrease was primarily due to increased losses and loss adjustment expenses,
including significant adverse loss development from prior years, reduced net investment income and net realized
capital gains. This was partially offset by an income tax benefit of US$ 19.5 million in 2000 as compared to an
income tax expense of US$ 40.6 million in 1999.

The components of net income are described below.



Relnsuranes results

(US$ million)

Year ended December 31 2001 2000 1999
Gross premiums written 2,881.2 2,565.8 1,928.7
Net premiums written 248261 1990 15702
Net premiums earned 2,295.2 1,861.5 1,401.5

Our gross premiums written for the year ended December 31, 2001 were US$ 2,881.2 million compared to US$
2,565.8 miltion for the year ended December 31, 2000, representing an increase of US$ 315.4 million, or 12.3%.
Net premiums written in 2001 were US$ 2,482 6 million compared to US$ 1,996.0 million for 2000, represent-
ing an increase of US$ 486.6 million, or 24.4%. The increase in gross premiums written is less than the increase
in net premiums written partially due to the elimination of certain treaties where Converium North America
assumed the risk and then retroceded material amounts to other reinsurers.

The increase in net premiums written in 2001 was driven predominately by increasing our share of clients’ busi-
ness upon renewal and new business written by Converium Zurich, which had an increase in net premiums writ-
ten of US$ 366.7 million. This was primarily due to growth in proportional business including motor (US$ 83.8
million), multi-peril (US$ 58.1 million), aviation and space (US$ 76.9 million), property (US$ 40.0 million) and lia-
bifity (US$ 26.2 n) lines of business.

The above premium growth was offset by reduced premium volume due to the non-renewal of certain treaties
in 2001 that did not meet our underwriting performance targets, primarily in the liability lines.

Our gross premiums written in 2000 were US$ 2,565.8 million, compared to US$ 1,928.7 million in 1999, rep-
resenting an increase of US$ 637.1 million, or 33.0%. Our net premiums written in 2000 were US$ 1,996.0 m
lion, compared to US$ 1,570.2 million in 1999, representing an increase of US$ 425.8 million, or 27.1%. Qur
premium growth in 2000 compared with 1999 was primarily driven by the traditional non-life reinsurance treaty
business. This growth originated predominately from Converium Zurich, where net premiums written increased
by US$ 248.8 million, or 43.7%, split between proportional and non-proportional business, and Converium
North America, where net premiums written increased by US$ 167.4 million, or 24.7%, primarily in the tradi-
tional treaty business.

Our net premiums earned for 2001 were US$ 2,295.2 million compared to US$ 1,861.5 million for 2000, repre-
senting an increase of US$ 433.7 million, or 23.3%. Our net premiums earned in 2000 were US$ 1,861.5 mil-
lion compared to US$ 1,401.5 million in 1999, representing an increase of US$ 460.0 million, or 32.8%. These
increases reftect our growth in net premiums written

{US$ million)

Year ended December 31 200 2000 1999
Losses and loss adjustment expenses and life benefits -2,300.5 -1,604.5 -1,138.7
Non-life loss ratio (to premiums earned) 99.7% 86.6% 79.9%
Adjusted non-life foss ratio (to adjusted premiums earned) 766% i  829%  897%

Our losses and loss adjustment expenses and life benefits incurred in 2001 were US$ 2,300.5 m
to US$ 1,604.5 million in 2000, an increase of US$ 696.0 million, or 43.4%. The adjusted non-life loss and loss
adjustment expense ratio was 76.6% in 2001, compared to 82.9% and 89.7% in 2000 and 1999, respectively.
The adjusted ratio was calculated excluding the impact of the following loss events: September 11 terrorist
attacks, including the related ceded premium to Zurich Financial Services, Enron Chapter 11 reorganization, and
net reserve development.

September 11 terrorist attacks: The September 11 terrorist attacks in the United States represent the largest loss
event in the insurance industry’s history. As of December 31, 2001, we recorded gross losses and loss adjustment
expenses of US$ 692.9 million arising out of the terrorist attacks. Net of retrocessional recoveries and the cap from
Zurich Financial Services, our recorded losses and loss adjustment expenses were US$ 289.2 million, coming pri-
marily from our aviation and property fines of business. The remainder of the tosses were from our workers’ com-
pensation, life and third-party liability lines of business. Our gross estimates are subject to adjustment as more infor-
mation becomes known and as daims are received.

Zurich Financial Services, through its subsidiaries, has agreed to arrangements that cap our net exposure for loss-
es and loss adjustment expenses arising out of the September 11 terrorist attacks at US$ 289.2 miilion. As part
of these arrangements, these subsidiaries of Zurich Financial Services have agreed to take responsibility for non-

payment by the retrocessionaires of Converium Zurich and Converium Germany with regard 1o losses arising out
of the September 11 attacks in excess of the US$ 289.2 miltion cap. While the cap does not cover non-payment
by the retrocessionaires of Converium North America, our only retrocessionaire for this business is a unit of Zurich
Financial Services. Therefore, we are not exposed to potential non-payments by retrocessionaires for these events
in excess of the US$ 289.2 million cap, although we will be exposed to the risk of non-payment of Zurich
Finandial Services” units and we are exposed to credit risk from these subsidiaries of Zurich Financial Services.

Enron Chapter 11 reorganization: On December 2, 2001, Enron Corporation announced that it and certain of its
subsidiaries had filed voluntary petitions for Chapter 11 reorganization. We recorded US$ 67.0 million in losses
as of December 31, 2001, representing our aggregate limits under existing reinsurance contracts in connection
with Enron. These exposures result principally from credit and surety and, to a lesser extent, from liability lines of
business in the Converium Zurich and Converium North America operating segments.

In the first half of 2001, we strengthened our reserves by US$ 112.0 million. In the second quarter of 2001, we
retained an actuarial consulting firm to perform an independent review of non-life net reserves as of December
31, 2000. The review began during the second quarter of 2001 and was completed in the third quarter of 2001.
The independent analysis reflected certain information that became available after the issuance of the December
31, 2000 finandial statements, including most of fourth quarter 2000 and some first quarter 2001 reports from
ceding companies, who typically report on a one-quarter lag. Based on the independent review and our own
evaluations of these new developments, additional provisions of US$ 112.0 million, net of reinsurance, were
recorded in the first hatf of 2001, principally related to accident years 2000 and prior at Converium North
America. The adverse loss development mainly related to general liability, commercial auto tiability and umbrelta
treaty business written in 1996 through 1999. The net amounts of reserve development by segments were US$
125.0 million of adverse development at Converium North America offset by US$ 13.0 million of net positive
development at Converium Zurich.

In the second half of 2001, we recorded an additional US$ 11.6 million of net adverse loss reserve development
based on our year end review of non-life reserves. Converium Cologne strengthened its ashestos and environ-
mental reserves by US$ 11.5 million, in order to increase the survivat ratio from 13.1 years at December 31, 2000
to 13.8 years at December 31, 2001. Converium Cologne also performed an in-depth analysis of its European and
Middle East non-proportional motor book in light of current trends, including lower interest rates, higher long-
term disability costs and longevity risk. As a result of this review, an additional US$ 20.0 million in reserves were
recorded for European and Middle East motor lines for years 2000 and prior. Converium Cologne also recorded
an additional US$ 9.8 million of reserves for energy and property business in the Middle East. Converium North
America recorded adverse development of US$ 39.0 million, mainly related to general liability, auto liability and
umbrella business written in 1996 through 1999. Partially offsetting the above, loss reserves at Converium Zurich
developed positively by US$ 69.0 million, reflecting positive development of US$ 30.0 in aviation and space, pri-
marily on non-proportional treaty business for the years 1998 through 2000. Additional positive development was
experienced in casualty lines of business.

In addition to the adverse loss developrnent discussed above, in the fourth quarter of 2001 Converium Cologne
recorded a foss of US$ 26.8 miltion for liability and recali costs related to the withdrawal of a German cholesterol-
reducing drug (Bayer Lipobay”, or Baycol”).

Our losses and loss adjustment expenses and life benefits in 2000 were US$ 1,604.5 miltion compared to cmw
1,138.7 million in 1999, representing an increase of US$ 465.8 n, or 40.9%. This increase resulted pri
cm_z from the 32.8% increase in our net premiums eamed, and from adverse development of US$ 19.6 million
from the 1999 European winter storms Anatol, Lothar and Martin, and US$ 45.8 million of net adverse devel-
opment in other lines of business. The net amounts of reserve development by segments were US$ 81.0 million
of adverse development at Converium North America, US$ 25.4 million of adverse development at Converium
Cologne and US$ 41.0 million of net positive development at Converium Zurich.

(US$ million)

Year ended December 31 2001 2000 1999
Underwriting acquisition costs . -508.1 -454.4 ~340.3
Operating and administration expenses -146.4 -116.0 -112.8
Non-life underwriting expense ratio (to premiums earned) 23.2% 23.9% 25.2%
Non-life administration expense ratio (o premiums written) 6.1% 6.4% 74%
>Q_:mﬁma non-life underwriting expense ratio

(to_adjusted premiums earned) ) 22.9% 23.9% 252%
Adjusted non-life administration expense ratio

(to adjusted premiums written) 6.0% 6.4% 7.4%




Our underwriting acquisition costs primarily relate to commissions on treaty and individual risk business, and in
2001 were US$ 508.1 million compared to US$ 454.4 million in 2000, representing an increase of US$ 53.7 mil-
lion, or 11.8%. This increase is mainly related to the increase in net premiums earned. The non-life underwriting
expense ratio in 2001 was 23.2%, compared to 23.9% in 2000. This decrease is due to a lower underwriting
expense ratio in Converium Zurich and the non-renewal by Converium Cologne of several contracts with high
commissions.

Our underwriting acquisition costs were US$ 454.4 million in 2000 compared to US$ 340.3 million in 1999, rep-
resenting an increase of US$ 114.1 million, or 33.5%. This was in line with our growth in net premiums earned
of 32.8%. The underwriting acquisition cost ratio declined to 23.9% in 2000, compared to 25.2% in 1999. This
decline was driven by lower commissions on structured/finite business in Converium North America and property
and motor business in Converium Cologne.

Our operating and administration expenses in 2001 were US$ 146.4 million compared to US$ 116.0 million in
2000, representing an increase of US$ 30.4 million, or 26.2%. This increase was the result of growth and an
increased cost level required for new functions and departments required as an independent company, such as
treasury, investor relations and communications. In addition, various costs related to the initial public offering,
such as share-based compensation, increased operating and administration expenses in 2001. Despite the
increase in operating and administration expenses, the administration expense ratio declined to 6.1% in 2007,
compared to 6.4% in 2000.

Our operating and administration expenses were US$ 116.0 million in 2000 compared to US$ 112.8 million in
1999, representing an increase of US$ 3.2 million, or 2.8%. The increase primarily related to increased headcount
and related overhead costs and increased information technology costs to support our growth.

frvestinent rasults

(US$ million)

Year ended December 31 2001 2000 1999
Net investment income 228.7 176.0 2140
Net realized capital {losses) gains . -18.4 837 76.3
Total investment results 210.3 259.7 2903
Average realized investment yield (pre-tax) 4.3% 5.9% 6.8%

Investment results are an important part of our overall profitability. We reported net investment income of US$
228.7 million for 2001 as compared to US$ 176.0 million for 2000, an increase of US$ 52.7 million or 29.9%.
The increase is from Converium Zurich, primarily due to the Funds Withheld Asset/Zurich Financing Agreement
explained more fully below.

Our net investment income was US$ 176.0 million in 2000 compared to US$ 214.0 million in 1999, represent-
ing a decrease of US$ 38.0 million, or 17.8%. The decrease in net investment income primarily related to lower
returns attributed to the Zurich Financing Agreement.

Prior to the Transactions, Converium Zurich did not have a separate investment portfolio. Instead, its cash flows
were managed by Zurich Financial Services pursuant to the Zurich Financing Agreement. The Zurich Financing
Agreement provided for interest based on a formula designed to reflect a total return on a diverse investment
portfolio weighted approximately 75% to bond indices and 25% to equity indices. Accordingly, during most of
2000, Converium Zurich's investment income reflected the overall poor performance of the stock markets for its
equity component and generally declining interest rates for its fixed income component

Effective January 1, 2001, the Zurich Financing Agreement was amended to provide a fixed interest return. Effective
July 1, 2001, the Zurich Financing Agreement was cancelled and the Funds Withheld Asset was established. The
interest payable to Converium Zurich on the Funds Withheld Asset is based on fixed interest rates tied to each of
our major functional currencies. These interest rates were calculated as if the assets had been invested in fixed
income securities denominated in the functional currencies payable on the Funds Withheld Asset as of july 1,
2001 and reflected the estimated duration of the underlying reinsurance liabilities as of that date. For 2001 the
weighted average interest rate based on the currency mix on the Funds Withheld Asset was 5.4% and at
December 31, 2001, the weighted average interest rate was 5.3%.

If we had obtained the 5.4% weighted average interest rate on the average of the beginning and ending bal-
ance under the Zurich Financing Agreement in 2000, our investment income in 2000 on a pre-tax basis would
have been approximately US$ 30 million higher.

We had net realized capital losses in 2001 of US$ 18.4 million, compared to net realized capital gains of US$
83.7 million in 2000 and US$ 76.3 million in 1999. The decrease of US$ 102.1 million in 2001 reflected US$ 82.5
million of impairment losses on our equity portfolio following continued deterioration in global stock markets,
particularly in the telecommunications and technology sectors in North America where market values were sub-
stantially befow our cost for a number of months, and where we did not expect values to recover in the near
term.

The average pre-tax realized investment yields of our investment portfofio for the years ended December f
2001, 2000 and 1999 were 4.3%, 5.9%, and 6.8%, respectively. The average pre-tax yield is calculated by di
ing net investment income and net realized capital gains (losses) for the period by the average of the beginning
and period end investment balances (including cash and cash equivalents). The declines in the average pre-tax
realized yield in 2001 and 2000 mainly reflect poorly performing stock markets as well as a continued decline in
interest rate levels as described above for the Zurich Financing Agreement.

Cther

(US$ million)

Year ended December 31 2001 2000 1999
Other (loss) income -58 293 221
Interest expense -24.2 -17.1 -17.5
Amortization of goodwill o . -7.8 -7.3 6.2
Restructuring costs -50.0 — —

Our other income in 2001 was negative US$ 5.8 million compared to other income of US$ 29.3 million in 2000,
representing a decrease of US$ 35.1 million. Reasons for this decrease include the dectine in the market value of
our investments in private equity funds of US$ 6.2 million relative to 2000, interest expense of US$ 6.7 million
on an aggregate excess of loss cover purchased by Converium North America in 2001, with the balance prima-
rily representing reduced interest income on third-party reinsurance deposits.

We reported other income of US$ 29.3 million in 2000 compared to US$ 22.1 million in 1999, representing an
increase of US$ 7.2 million, or 32.6%. The increase in other income in 2000 was primarily due to interest income
on third party reinsurance deposits.

Qur interest expense in 2001 was US$ 24.2 million compared to US$ 17.1 million in 2000 and US$ 17.5 million
in 1999. The increase in 2001 of US$ 7.1 million, or 41.5%, is principally due to an increase in short-term bor-
rowings from Zurich Financial Services, which had a higher average amount outstanding during 2001.

Amortization of goodwitl in 2001 was US$ 7.8 million compared to US$ 7.3 miflion in 2000 and US$ 6.2 million

in 1999. Restructuring costs in 2001 were US$ 50.0 million. The restructuring charges include the costs and
expenses of the Transactions, including advisors’ fees, retention plan costs expensed in 2001 and stamp duty
taxes in Switzerland. Any restructuring costs relating to the Transactions in excess of this amount will be borne
by Zurich Financial Services

votents

OE mmmmﬁ are _3<mm$a <<_§ Em ogmn ve of maximizing investment returns consistent with appropriate risk man-
agement, diversification, tax and regulatory considerations, and to provide sufficient liquidity to enable us to meet

our obligations on a timely basis. We principally focus on high quality, iquid securities, and seek to invest in secu-

rities whose durations correspond to the estimated duration of the reinsurance liabilities they support. To reduce

the effects of currency exchange rate fluctuations, we seek to match the currencies of our investments with the

currencies of our underlying reinsurance liabilities.

Our approach to fixed income investments is to limit credit risk by focusing on investments rated A or better and
to reduce concentration risk by limiting the amount that may be invested in securities of any single issue or issuer.
With respect to equity investments, we seek to diversify our equity portfolio so as to provide a broad exposure
across major sectors of individual stock markets.

As of December 31, 2001, the carrying value of our investment portfolio was US$ 4.9 billion.




Fixed Maturities

As of December 31, 2001, our fixed maturities portfolio, excluding the Funds Withheld Asset, had a carrying
value of US$ 2.3 billion and represented 47.4% of our total investment portfolio, excluding the Funds Withheld
Asset, or 79.9% including the Funds Withheld Asset. This represents an increase in carrying value of US$ 95.2
million, or 4.3%, from December 31, 2000, or an increase of US$ 358.5 miillion, or 10.0%, including the Funds
Withheld Asset {described more fully betow)

Our fixed income investments are actively managed by external investment managers and their performance is
measured against benchmarks. We invest in government, agency and corporate fixed income securities of issuers
from around the world that meet our liquidity and credit standards. We place an emphasis on investing in listed
fixed income securities that we believe to be liquid. We invest in securities based on the currency and the esti-
mated duration of our reinsurance liabilities

Most of our fixed income securities are rated by Standard & Poor’s, Moody’s or similar rating agencies. As of
December 31, 2001, approximately 95% of our fixed income securities portfolio was invested in securities rated
A or better by these agencies and approximately 70% was invested in AAA/Aaa-rated securities.

The table below presents the composition of our fixed income securities portfolio based on carrying value by
scheduled maturity as of December 31, 2001.

As of December 31, 2001 US$ million % of total

Due after one year through five years 691.5 29.7%

Due after five years through ten years 585.7 25.1%

Due after ten years 3137 13.4%
ortgage and asset-backed sec

Total

Eguity Securities

As of December 31, 2001, our equity securities portfolio had a carrying value of US$ 701.4 million. This repre-
sents an increase in carrying value of US$ 90.4 million, or 14.8%, from December 31, 2000. This increase is pri-
marily due to an investment in PSP Swiss Property AG. As of December 31, 2001, equity securities comprised
approximately 14.3% of our investment portfolio.

Substantially all of our equity portfolio consists of listed securities. We seek to diversify our equity portfolio so as
to provide a broad exposure across major sectors of individual stock markets. The majority of our equity portfolio
is in developed markets with limited exposure to emerging markets. The equity markets around the world can pro-
duce highly volatite and significantly varied results due to local and worldwide economic and political conditions.

Our guidelines also restrict our maximum investment in any one equity security or industry sector by reference to
local benchmarks and applicable insurance regulations. As of December 31, 2001, no single equity security rep-
resented more than 10% of our equity securities portfolio.

Funds Withheld Asset/Zurich Financing Agresment
Prior to the Transactions, Converium Zurich did not have a separate investment portfolio. Instead, its cash flows
were managed by Zurich Financial Services pursuant to the Zurich Financing Agreement.

The transfer of Converium Zurich's business to Converium Ltd was effected by means of the Quota Share
Retrocession Agreement, effective July 1, 2001. In addition, on that date, the Zurich Financing Agreement was
cancelled and the Funds Withheld Asset was established. Its initial balance was US$ 1.3 billion, which was set to
match the net balance of the liabilities, less the premium receivables (including outstanding coflectible balances
and reinsurance deposits), on the business to which the Quota Share Retracession Agreement applies.

The Funds Withheld Asset is increased by premiums (less premium refunds), salvage and subrogation, recoveries
under retrocession agreements, profit commissions and other amounts received for the business subject to the
Quota Share Retrocession Agreement, and is reduced by paid claims, profit commissions, amounts paid to main-
tain the retrocession agreements and other amounts paid on the business subject to the Quota Share
Retrocession Agreement. The balance of the Funds Withheld Asset will decrease over time. We expect that the
balance of the Funds Withheld Asset will have decreased by at least half within three years. However, business
historically written on the Zurich Financial Services balance sheets will be renewed and written on the Converium
Ltd balance sheet. As a result, we will generate invested assets from the new and renewal business written on
the Converium Ltd balance sheet which we expect to at least partially offset reductions of the balance of the
Funds Withheld Asset.

As of December 31, 2001, the Funds Withheld Asset was US$ 1.6 billion. The increase was substantially due to
premiums receipts.

Shori-Term Investimenis

As of December 31, 2001, our investment portfolio included short-term investments with a carrying value of US$
89.5 million. These investments represented 1.8% of our total investment portfolio. Qur short-term investment
portf ndludes investments in fixed-term deposits and fiduciary investments. These investments generally have
maturities of between three months and one year. As of December 31, 2001, none of our short-term investments
portfolio is restricted as to its use.

Giher Investments

As part of our overall investment strategy, we make investments that are generally referred to as alternative
mvestments, principally private equity funds. For this purpose, we use the term private equity funds to refer to
passive, structured investments, generally in the legal form of limited partnerships, managed by third-party invest-
ment managers. Such investments include Insurance Partners, L.P, and Capital Z Financial Services Fund !f, L.P

Qur exposure to private equity fund investments as of December 31, 2001 was approximately US$ 70.0 million.
This figure represents the sum of the fair market value of invested capital and remaining unpaid commitments.
Of this total, the value of remaining unpaid commitments was approximately US$ 153 million

In tate 2001, Converium Ltd acguired from subsidiaries of Zurich Financial Services approximately US$ 139.4 mil-
lion of residential and commercial rental properties. As of December 31, 2001, we had US$ 143.3 million of
investments in real estate, most of which were located in Switzerland. Our real estate portfolio represented 2.9%
of our total investment portfolio.

Rainsurance Assels

Retrocession agreements do not relieve us from our obligations to the reinsureds from whom we assume busi-
ness. Accordingly, we are exposed to the credit risk of our retrocessionaires. We hold substantial coflateral as secu-
rity under retrocessional agreements in the form of deposits, securities and/or letters of credit. As of December
31, 2001, we had reinsurance recoverables from retrocessionaires of approximately US$ 1.7 billion on paid and
unpaid losses and loss adjustment expenses and unearned premium reserve balances, which includes recoverables
totaling US$ 362.9 million related to the Unicover Pool. On an individual basis, none of the recoverables from
these retrocessionaires exceeds 10% of equity. Recoverables from subsidiaries of Zurich Financial Services total
11.7% of equity at December 31, 2001. Recoverables from one other third-party retrocessionaire were 16.5% of
equity at December 31, 2001. Such retrocessionaire is rated AA+ by Standard & Poor’s. There were no other
recoverables from any other retrocessionaire that exceeded 10% of equity at December 31, 2001.

Lass and Loss Adbstment Expense Reserves

We had gross loss and loss adjustment expense reserves of US$ 5.7 billion at December 31, 2001, compared to
US$ 4.5 billion at December 31, 2000, an increase of US$ 1.2 billion, or 25.6%. The increase in our reserve posi-
tion i1s due to reserves on new business written in 2001, as well as reserves for the September 11 terrorist attacks,
adverse loss development and Enron reorganization described above. Gross reserves for future life benefits were
US$ 252.0 million at December 31, 2001 compared to US$ 162.0 million at December 31, 2000.

Loss and loss adjustment reserves are based on estimates of future payments to settle daims, including legal and
other expenses. We estimate our loss and loss adjustment reserves on the basis of the facts available at the time
the loss and loss adjustment expense reserves are established and use actuarial methodologies which are com-
monly used in our industry. Qur estimates of losses and loss adjustment expenses are subject to assumptions
reflecting economic and other factors such as inflation rates, changes in legislation, court rulings, case law and
prevailing concepts of liability, which can change over time. We review and update our estimates and record
changes to our loss and loss adjustment reserves in curren

Bebt Guistanding

As of December 31, 2001, we had total debt outstanding with a principal amount of US$ 200.0 million and a
carrying amount of US$ 197.0 miltion. This debt matures on October 15, 2023 and bears interest at the rate of
7.125%. There are no scheduled debt repayments until maturity.

We have provided guarantees or commitments of US$ 150.0 million to external parties which require us to, under
certain drcumstances, make capital contributions or provide equity finanaing. We know of no event that would
require us to satisfy these guarantees.



In addition, irrevocable letters of credit in the face amount of US$ 277.5 million were outstanding as of December
31, 2001. We employ these letters of credit principally to secure certain assumed reinsurance contracts. A
parental guarantee of US$ 120.0 million has been issued related to certain of these letters of credit

Shareholders” Equity

As of December 31, 2001, we had total shareholders’ equity of US$ 1.57 billion, compared to US$ 1.09 billion
as of December 31, 2000. The increase in 2001 is due to additional capital received in conjunction with the IPO.
Shareholders’ equity declined from the US$ 1.65 billion that we reported immediately after the Transactions. This
decrease is comprised of a net foss of US$ 59 million, a loss of US$ 29 million in our currency transtation account,
and a decrease in equity of US$ 10 million for a pension adjustment, offset by an increase in unrealized gains on
investments of US$ 18 n. The US$ 1.65 billion of equity included US$ 51 million of income from the effect
of certain of the Transactions that occured on October 1, 2001. Accordingly, our net toss for the period October
2, 2001 to December 31, 2001 was US$ 59 million.

We believe that our capita
present liquidity requirements.

uidity, and borrowing ability is sufficient to support our business and meet our

Liguidity and Capital Resources

Liguidity Reguirements

Our principal cash requirements are for the payment of dividends to shareholders, servicing debt, investment in
businesses, capital expenditures, servicing retrocessional arrangements and for paying reinsurance and insurance
daims, which could periodically include significant cash requirements for those related to catastrophic events.

Bividends froun Subsidiaries

As a holding company, Converium Holding Ltd relies in large part on cash dividends and other permitted pay-
ments from its subsidiaries to make principal and interest payments on debt, to pay other outstanding obliga-
tions and to pay dividends to shareholders. Converium Holding Ltd is subject to legal restrictions on the amount
of dividends it may pay to its shareholders. Similarly, the company laws of countries in which Converium Group
entities operate may restrict the amount of dividends payable by such entities to their parent companies. In addi-
tion, the ability of Converium Group entities to pay dividends may be restricted or influenced by minimum capi-
tal and solvency requirements imposed by requlators in the countries in which the entities operate.

The maximum dividend payable to Converium Holding Ltd without regulatory approval for all of our subsi
amounted to approximately US$ 256.0 million as of December 31, 2001. The maximum dividend that Converium
Holding Ltd is able to pay in 2002, before withholding tax, is approximately US$ 273.0 million as of December
31, 2001,

Cash Fows et Liguidity Sources
(US$ miilion)
Year ended December 31 2001 2000 1999

31U -33.2 243.9

Cash provided by (used in) operating activities

We held cash and cash equivalents of US$ 420.5 million as of December 31, 2001 compared to US$ 121.9 miflion
as of December 31, 2000, representing an increase of US$ 298.6 million, or 245.0%. This increase was due to cap-
ital contributions received prior to the initial public offering. which remained in cash as of December 31, 2001.

Our cash flows from operating activities result principally from premiums, collections on losses recoverable and
investment income, net of paid losses, acquisition costs and underwriting expenses.

We have generated cummulative net cash inflows from operating activities over the last three years. During 2001,
2000 and 1999, our net cash flows from operating activities comprised of positive cash flow of US$ 311.5 mil-
lion in 2001, negative cash flow of US$ 33.2 million in 2000 and positive cash flow of US$ 243.9 million in 1999.
The US$ 344.7 miliion increase in operating cash flows in 2001 was mainly due to increases in premium receipts
that we invested to support our growing loss reserves. The US$ 277.1 million decrease in operating cash flows
2000 was mainly due to lower recoveries of ceded losses.

As a reinsurer, our future cash flows are inherently difficult to predict. This uncertainty is particularly pronounced
with respect to some coverage we provide, such as long-tail fines, where claims information emerges over a rel-

atively long period of time, and property catastrophe coverage, which generally produces losses of low frequen-
¢y but high severity Accordingly, it is not possible to predict our future cash flows from operating activities with
precision. As a consequence, our cash flows from operating activities may fluctuate, perhaps significantly, from
quarter to quarter and from year to year

For example, our operating cash flows were adversely affected in 2001 by the events of September 11. We expect
that a significant portion of the cash outflows relating to these events will occur over a period of two to five years,
mainly because of the time involved to determine with accuracy the losses of the primary insurance companies
and reporting these losses to reinsurers. Accordingly, our cash flow and investment income will be impacted grad-
ually over the next five years.

We do not expect the Funds Withheld Asset to have a material impact on our liquidity, as we will not be required
to access our own liquidity sources for claims under the Quota Share Retrocession Agreement. We are, howev-
er, entitled to receive cash advances with respect to the Funds Withheld Asset under certain circumstances, which
we expect will help meet significant cash requirements, such as those after a catastrophic event.

In particular, we are entitled to borrow cash from Zurich Insurance Company (“ZIC”) if we have eligible losses
from a single event or series of related events not relating to the business covered by the Quota Share
Retrocession Agreement and exceeding US$ 25 million. The amount we may borrow as a result of any one event
or series of related events is limited to the lesser of US$ 90 million, or our actual losses from the event. We are
entitled to request multiple advances. However, we may not borrow more than the Funds Withheld Asset bal-
ance and the aggregate amount of outstanding advances at any one time is limited to between US$ 150 to US$
180 million in 2002, and between US$ 105 to US$ 135 million from January to September 2003. We may not
request advances beyond September 30, 2003 unless we agree otherwise with ZIC. Under the Quota Share
Retrocession Agreement, the Funds Withheld Asset may be prepaid to us in whole or in part as of the end of any
calendar quarter.

Naw Accounting Stendards
The Finandcial Accounting Standards Board (“FASB") has issued the following new standards, which we will be
required to adopt in the future:

SFAS 142, “Goodwill and Other intangible Assets”

In June 2001, the FASB issued SFAS No. 142, “Goodwill and Other Intangible Assets.” This standard prohibits the
amortization of goodwill and intangible assets that have indefinite useful lives, and requires impairment testing
of goodwill annually or if any event occurs which would indicate an impairment of gooadwill, It also prescribes
that goodwill should be tested for impairment under a fair value method different than that previously required
under SFAS No. 121, “Accounting for the Impairment of Long-Lived Assets and for Long-lived Assets to be
Disposed Of ~ This standard is effective for fiscal years beginning after December 15, 2001.

Except for the reduction of future amortization of goodwill, adoption of SFAS No. 142 is not expected to impact
our financial condition or results of operations. Amortization of goodwill was US$ 7.8 million, US$ 7.3 million
and US$ 6.2 million for the years ended December 31, 2001, 2000 and 1999, respectively.

SFAS 143, “Accounting for Asset Retirement Obligations”

In June 2001, the FASB issued SFAS No. 143, "Accounting for Asset Retirement Obligations,” which requises that
obligations associated with the retirement of a tangible long-tived asset be recorded as a liability when those obli-
gations are incurred, with the amount of the liability initially measured at fair value. This standard will not have
a material impact on our financial condition

SFAS 144, “Accounting for the Impairment or Disposal of Long-Lived Assets”

In August 2001, the FASB issued SFAS No. 144, "Accounting for the Impairment or Disposal of Long-Lived
Assets,” which supersedes both SFAS No. 121, "Accounting for the Impairment of Long-Lived Assets and for
Long-tived Assets to Be Disposed Of” and the accounting and reporting provisions of APB Opinion No. 30,
“Reporting the Results of Operations - Reporting the Effects of Disposal of a Segment of a Business, and
Extraordinary, Unusual and Infrequently Occurring Events and Transactions,” for the disposal of a segment of a
business (as previously defined in APB Opinion No. 30). SFAS No. 144 retains the fundamental provisions in SFAS
No. 121 for recognizing and measuring impairment losses on long-lived assets held for use and long-lived assets
to be disposed of by sale, white also resolving significant implementation issues associated with SFAS No. 121.

This standard is effective for fiscal years beginning after December 15, 2001. We do not expect the adoption of
SFAS No. 144 1o have a material impact on our financial condition because the impairment assessment under
SFAS No. 144 is largely unchanged from SFAS No. 121. The provisions of this statement for assets held for sale
or other disposal generally are required to be applied prospectively after the adoption date to newly initiated dis-
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posal activities. As a result, we cannot determine the potential effects that adoption of SFAS No. 144 will have
on our financial condition with respect to future disposal decisions

Qualitative and Quanitative Disclosures About Mar

As a provider of reinsurance solutions, effective risk management is fundamental to our ability to protect both
the interests of our clients and shareholders. We have consequently established risk and investment management
processes and procedures to actively manage our exposure to qualitative and quantitative market risks

We consider our market risk to consist primarily of our exposure to adverse market value changes in our assets,
across both short and long-term periods. Our market risk includes multiple sources of market price fluctuations,
cluding credit risks, prepayment risks, liquidity risks, sector risks and other risks. Short-term market risks relate
primarily to our exposure to adverse market value changes in our assets and the potential inability to realize asset
values on a timely basis.

We principally manage our long-term market risks through a procedure we refer to as asset/liability management,
or ALM, through which we seek to understand and manage the dynamic interactions between our assets and
liabilities. We utilize and continually develop Group-wide ALM processes to manage our aggregate financial risks
The primary goal of our ALM procedures is to match, in terms of timing and currency, anticipated claims pay-
ments to our cedents with investment income generated by our invested assets.

To help manage our aggregate exposure to concentration and credit risks, we analyze, through communication
with our asset managers, the concentration of our risk by issuer, rating category and industry. Our Group
Executive Committee reviews these concentrations and credit risks on a quarterly basis.

Sensitivity &nalysss for bovesied Assois

Approximately 95% of our investment securities are classified for accounting purposes as available-for-sale. These
securities are carried at their fair market value as of the balance sheet date. In contrast to these assets, cartain
liability reserves, particularly non-life reinsurance reserves, are not shown at fair market values as of the batance
sheet date. Therefore, US GAAP accounting practices typically result in more volatile assets than liabilities. This in
turn may lead us to report more volatile shareholders’ equity on our balance sheet than we believe may eco-
nomically be the case.

The following risk analyses do not take into account that assets and liabilities are actively managed and that there
are strategies in place to minimize the exposures to market fluctuations. These strategies include, among others,
changes in asset allocation and the sale of investments. These analyses assume that the change in value of assets
is temporary and that the liability reserves would not change.

We have based our computations of prospective effects of hypothetical interest rate changes on numerous
assumptions. Because these computations are based on assumptions, they should not be relied on as indicative
of future results.

Certain shortcomings are inherent in the method of analysis presented in the computation of the fair value of
fixed rate instruments. Actual values may differ from those projections presented shoutd market conditions vary
from assumptions used in the calculation of the fair value of individual securities, induding non-paraltel shifts in
the term structure of interest rates and changing individual issuer credit spreads.

fnterest fiate Risk

Qur investment assets are subject to interest rate risks. Our interest rate risk is concentrated in the United States
and Furope and is highly sensitive to many factors, including governmental monetary policies, and domestic and
international economic and political conditions. The estimated potential totat exposure of our net assets to a one
percentage point increase of the yield curve would be an after-tax reduction in net assets of US$ 73.5 million,
which represents approximately 4.7% of our total shareholders’ equity as of December 31, 2001.

As of December 31, 2001, all of our debt outstanding was at fixed interest rates. Thus, an increase in interest
rates would currently have no effect on our annual interest expense or reported shareholders’ equity, as we
account for debt at amortized cost, not fair value.

Eguity Market fikak

We hold 14.3% of our invested assets in equity securities which are subject to equity market risk. Our equity mar-
ket risk is concentrated in the United States and is highly sensitive to general economic conditions and stock mar-
ket conditions. The estimated potential total exposure of our combined net assets to a 10% dedcline in all stock

markets as of December 31, 2001, without taking into account any portfolio diversification effects, would be an
after-tax reduction in net assets of US$ 46.5 million, which represents approximately 3.0% of our total share-
holders’ equity as of December 31, 2001.

Our strategic asset allocation combines a large percentage of investments in high-guatity bonds with investmants
in equity securities. This allocation seeks to generate strong positive returns with acceptable risks over the fong
term, while protecting against excessive risks in periods of severe market distress. During a severe stock market
correction associated with a weak economy, recession or depression, losses in the fair market value of equity
securities tend to be partially offset by gains on high-quality bonds arising from falling interest rates. We seek to
match our investments with our underlying liabilities in the countries and territories in which we operate
Consequently, we strive to keep our equity portfolio diversified so as to provide a broad exposure across major
sectors of individual stock markets. We restrict our maximum investment in any one equity security or equity sec-
tor by reference to local benchmarks and insurance regulations.

Frrsign Exchangs Risk

In the past we have experienced currency mismatches between assets and liabilities. Currently, our general prac-
tice is to invest in assets that match the currency in which we expect related habilities to be paid. Shareholders’
equity held in local insurance units is primarily kept in tocal currencies to the extent that shareholders’ equity is
required to satisfy regulatory and self-imposed capital requirements. This facilitates our efforts to ensure that cap-
ital held in local insurance units will be able to support the local insurance business irrespective of currency move-
ments. However, this may result in adverse effects on our reported shareholders’ equity when expressed in US
doltars.

The table below shows the approximate effect on shareholders’ equity of instantaneous adverse movements in
currency exchange rates of 10% on our major currency exposures at December 31, 2001 against the US dollar.

Adverse exchange Approximate decline
rate movement in shareholders’
against the US dollar equity
Euro 10%

Swiss francs 10%

As of December 31, 2001, we had an unrealized cumulative transtation loss of US$ 21.9 million, compared to a
gain of US$ 40.5 million at December 31, 2000. This change was mostly due to realigning our investment port-
folio, _:n_:a_:@ the Funds Withheld Asset, to better match the currencies of the assets held to the underlying rein-
surance liabi order to reduce our exposure to foreign currency movements.

Exchange Rete Fluctuations

In view of our global scale and the fact that more of our business is transacted in US dollars than in any other
currency, we report our financial information in US dollars. However, a large portion of our revenues and expens-
es are denominated in other currencies including the Euro, British pound, Swiss franc, and lapanese yen. Since
these currencies are functional currencies for our business units, translation differences related to the assets and
liabilities of these business units are recorded directly in shareholders® equity. Exchange rate differences arising
from holding assets, other than investment assets, and liabilities denominated in non-functional currencies are
ﬂmmoama as income or expense, as the case may be, in our income statement. These amounts were not materi-
al in any period presented.

Our reported premiums, losses and expenses are also affected by exchange rate fluctuations. Business written in
currencies other than the US dollar is translated at average exchange rates for the period, and therefore exchange
rate movements from period to period can have a significant effect on our US dollar reported premiums, losses
and expenses.

Cautionary note regarding for ol statemants

This “Management’s Discussion m:a Analysis of Financial Condition and Results of Operations” contains certain
forward-looking statements. Forward-looking statements are necessarily based on estimates and assumptions
that are inherently subject to significant business, economic and competitive uncertainties and contingencies,
many of which, with respect to future business decisions, are subject to change. These uncertainties and contin-
gencies can affect actual results and could cause actual results to differ materially from those expressed in any
forward-looking statements.

In particular, statements using words such as “expect”, “anticipate”, “intend”, “believe” or words of simitar
import generally involve forward-looking statements. In light of the risks and uncertainties inherent in alt future



projections, the inclusion of forward-looking statements shoutd not be considered a representation by us that our
objectives or plans will be achieved. Numerous factors could cause our actual results to differ materiatly from
those in the forward-looking statements, including the following:

» cyclicality of the reinsurance industry

* uncertainties in our reserving process

e the occurrence of natural and man-made catastrophic events with a frequency or severity exceeding our esti-
mates

acts of terrorism and acts of war

changes in economic conditions, including interest and currency rate con
ment portfolio

actions of competitors, including industry consolidation and development of competing financial products
a decrease in the level of demand for our reinsurance or increased competition in our industries or markets
the lowering or loss of one of the financial or claims-paying ratings of one or more of our subsidiaries
political risks in the countries in which we operate or in which we insure risks

the passage of additional legislation or the promulgation of new regulation in a juris
ate or where our subsidiaries are organized

changes in our investment results as a result of the changed composition of our investment assets or changes
in our investment policy

failure of our retrocessional reinsurers to honor their obligations

risks associated with implementing our business strategies

risks refating to the integration of our business units into a new entity

extraordinary events affecting our clients, such as banksuptcies and liquidations

ons which could affect our invest-

. o o

tion in which we oper-

The factors listed above should not be construed as exhaustive. We cannot assess the impact of each factor on
our business or the extent to which any factor, or combination of factors, may cause actual results to differ mate-
rialty from those described in any forward-looking statements. Except as otherwise required by law, we under-
take no obligation to publicly release any future revisions we may make to forward-looking statements to reflect
subsequent events or circumstances or to reflect the occurrence of unanticipated events.

To the Geserat Mesting of Shareholdess of Converium Holding L, Zug

We have audited the accompanying consolidated and historical combined balance sheets of Converium Holding
Ltd as of December 31, 2001 and 2000 and the related consolidated and historical combined statements of
ncome, cash flows and changes in equity for each of the three years in the period ended December 31, 2001,
included on pages 16 through 47, all expressed in United States dolars.

The consolidated and histarical combined financial statements are the responsibility of the Board of Directors. Our
responsibility is to express an opinion on these consolidated and historical combined financial statements based
on our audits. We confirm that we meet the Swiss legal requirements concerning professional qualifications and
independence.

Our audits were conducted in accordance with auditing standards promulgated by the Swiss profession and with
auditing standards generally accepted in the United States of America. Those standards require that an audit be
planned and performed to obtain reasonable assurance about whether the consolidated and historical combined
financial statements are free from material misstatement. We have examined on a test basis, evidence supporting
the amounts and disclosures in the financial statements. We have also assessed the accounting principles used,
significant estimates made and the overall consolidated and historical combined financial statement presentation.
We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the consolidated and historical combined financial statements referred to above present fairly, in
alt material respects, the financial position of Converium Holding Ltd at December 31, 2001 and 2000, and the re-
sults of its operations and its cash flows for each of the three years in the period ended December 31, 2001, in
conformity with accounting principles generally accepted in the United States of America and comply with Swiss
law.

We recommend that the consolidated and historical combined financial statements submitted to you be approved.

PricewaterhouseCoopers Ltd

L. Marbacher P LUssi

Zurich, March 9, 2002

—
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n, except per share information)
Year ended December 31 Notes 2001 2000 1999

Hovanees:

Gross premiums written 2,881.2 M 2,565.8 1,928.7
Less ceded premiums written : -569.8 -358.5
Net. premiums written g S i G 95000248216 1.996.0: 1:570.2
Net change in unearned UBSEBm i..—1874 -1345 ~168.7
Net -prémiums:earned L : 9 2252952 1:861-5 1:401-5
Net investment income 6 2287 176.0 2140
Net realized nmc;w_ (losses) gains 6 -18.4 83.7 763

Benebits, losses and sxpanses:
Losses and loss adjustment expenses

-1,520.0 -1.054.7

Life benefits and policyholder dividends -84.5 -84.0
Underwriting acquisition costs -454.4 -340.3
Other operating and administration expenses -116.0 -112.8
fnterest expense -17.1 -175
Amortization of goodwill -7.3 -6.2

Restructuring costs

Total'benefits, losses and ‘expenses
(Loss) income before taxes
Income tax
Ketfioss) imtome

The notes to the consolidated and historical combined financial statements are an integral part of these financial
statements.

(US$ million, except share information)

Year ended December 31 Notes 2001 2000
fvestnsd assets
Available-for-sale securities:
Fixed maturities 6 2,3314 2,236.2
Equity securities 6 7014 611.0
erinvestments 6 1951 522
ort-term investments ..895 1151
Total investments 3,317:4 3:014.5
Funds Withheld Asset/Zurich Financing >@5m3m3 6 115985 ¢ 13352
Total invested assets 49159 =.24.349.7
Gther aasets
Cash and cash equivalents 420.5 121.9
Premiums receivable 1,015.1 937.3
Reinsurance assets:
Underwriting reserves 9 1,668.1 1,292.9
Insurance batances receivable, net 400.2 341.6
Funds held by reinsureds 5234 681.8
Deferred policy acquisition costs 2179 184.6
Deferred income taxes 165.2
Other assets i 2463
Total assets. = =

ies and equl
5

ro&mm and loss adjustment expenses, gross 8 57105 4,546.0
Unearned premiums, gross 9 9687 774.4
Future life benefits, gross 9 2520 162.0
Other reinsurance liabilities 3159 491.8
Funds held under reinsurance contracts 430.8 5124
Deferred income taxes 11 106.5 175.2
Accrued expenses and other liabilities 154.3 140.8
Payable to Zurich Financial Services 15 2334
Debt 10 197.0 196.9
Total liabilities 81357 7:232.9
Eguity
Common stock CHF 10 nominal value, 40,000,000 shares issued
and outstanding 14 2530 —
Additional paid-in capital 1,3365 —
Unearned stock compensation 13 =271 —
Accumulated other comprehensive income (loss):

Net unrealized gains on investments, net of taxes 6 18.8

Cumulative translation adjustments 40.5
Total accumiuldted other comprehensive income 59.3
Net investment by Zurich Financial Services 1,029.1

Total equiity

1:088.4

The notes to the consolidated and historical combined financial statements are an integral part of these financial

statements.

e



(US$ million)

Year ended December 31 2001 2000 1999
Cash flws from opereting activities

Net (loss) income -29.3 57.8
Actustrnents for

Net realized capital losses (gains) on investments 18.4 -83.7 -76.3
Amortization of premium discount 19
Depreciation and amortization 211

Premium for September 11 coverage

Changss i operationaf assels ansd Habitities

Deferred policy acquisition costs =160
Reinsyrance assets -811.9

Premiums receivable -347.0

Unearned premiums, gross 144.7

Losses and loss adjustment expenses, gross 954.7

Future life benefits, gross -31.7.

Funds held under reinsurance contracts 189.2

Other reinsurance liabi 1352

Net deferred income taxes -15.6

Net changes in all other operational assets and liabi -144.8 .
Cash'providéd by .(used:in) operating: activities =33:2 243.9
Cash Howes from investing activities

Proceeds from sales and maturities of fixed maturities 1,892 2 640.7 2,654.2
Purchases of fixed maturities ~1,969.7 -7145 -2,949.9
Proceeds from sales of equity securities 288.6 404.0 658.2
Purchases of equity securities -4257 -479.7 -6249
Net decrease (increase) in short-term investments 25.6 -313 _....313
Net change in Funds Withheld Asset/Zurich Financing Agreement -290.6 62.0 -344.0
Purchase of real estate held for investment =139.4 — —
Proceeds from sales of other assets X 345 2385 48.0
Purchase of other assets -42.8 -40.4 -282
Net-cash used in investing.activities =627.3 =130.7 =555:3
Cash Hows from finandng activitias

Net transfers from (to) Zurich Financiat Services = -18.7
Payable to Zurich Financial Services 2334 —
Net.cash provided by (used.in):financing actwities 2334 :=18.7
Effect-of exchange rate:changes:on cashand: cash equivalerits 2157 1121

Change in cash and cash equivalents

53.8

Cash and cash equivalents as of January 1

Cash and cash equivalents as of December 31

The notes to the consolidated and historical combined financial statements are an integral part of these financial

statements.

(US$ million)
Net
Common Additional Unearned Accumulated investment
stock paic-in stock other by Zurich
capital  compensation  comprehensive Financial
income (loss) Services
Balance, December-31,1998 — o — 1169 11134
Net income — - — — 57.8
Change in net unrealized gains (losses)
on investments, net of taxes - — — -83.3 -~
Translation adjustments — — — 354 —
Totat comprehensive income
Net transfers to Zurich Financial Services — - — — -18.8
Balance;: December:31,:1999 o = = 69.0 1,4592.4
Net loss — — — — -29.3
Change in net unrealized gains (losses)
on investments, net of taxes — — — 19 —
Translation adjustments — — — -11.6 —
Total comprehensive loss -
Net transfers to Zurich Finandal Services — — — — -94.0
Balance, December 31; 2000 = e = 593 :1,029.1
Net loss — — — — -367.4
Change in net unrealized gains (losses)
on investments, net of taxes — — — 115 =
Translation adjustments — - — -624 —
Total comprehensive loss . i
Net transfers from Zurich Financial Services — — — — 889.7
lssuance of stock compensation — 38.1 -27.1 — —
Transfer of net investment
by Zurich Financial Services 2530 1,298 4 —. — -1,5514
Balance, December 31,: 2001 253.0 1;336.5 =271 84 L=

The notes to the consolidated and historical combined financial statements are an integral part of these financial

statements.



Schedule of segrment data

Converium (Non-Life) Converium (Non-Life) Converium Life Eliminations Total
Zurich North America Cologne

2001 2000 1999 2001 2000 1999 2001 2000 1999 2000 1999 2001 2000
Gross premiums written _ 1,440.3 1,020.0 626.2 1,295.5 9348 2413 277.8 120.5 934 w -174.7: 1115
Less ceded premiums written | 25537 20017 -56.7 . -450.8 -257.5 . -22.7 -39.2 -6.1 -86 | 1747 1115
Net:premiums wiitten 1:185.0 818:3 569.5 898.4 844:7 677.3 2578 2186 238:6 1144 84.8 o s
Net change in unearned premiums | -1726! 1024 -98.9 -16.0 =293 -48.6 175 56 -16.1 -84 51 ] — —
Net-premiums earned 110124 715974706 8824 8154 628.7 2753 .. 022412 222:5 106.0 79.7 = =
Net investment income 868 46.8 77.3 115.2 110.6 1029 246 25.5 27.5 2.1 6.3 -0.3 90
Net realized capital gains (losses) 25 02 — -10.8 48.5 42.2 =101 314 30.2 36 39 — -
Other income (loss) 3.2 12.0 8.1 -24.4 =72 5.7 2.4 29 6.8 21.6 15 -0.7 - — -5.8 2
Total: revenues e 1.1049 7749 5560 79624 9%73 7795 292:20 284012870 1333914 10 59.0: S 1049977 2 15
Inter-segment 173.2 277.7 239 -152.2 -2913 -176 -20.0 226 -6.3 — — — -1.0 -9.0 — —
Losses and loss adjustment expenses -1,026.9 -569.2 -414.7 -837.2 -7234 —470.4 -2995: -2274 -1711 — — — 0.5 — 1.5 1-2,163.1: —=1,52(
Life benefits and policyholder dividends — — — — — — — — — i —137.4 -845 -82.5 — — -15: -1374 —8¢

iti -202.1 -150.2 -96.1 -251.3 -207.5 -169.0 -49.0 -62.2 ~68.5 -5.7 ~34.5 -6.7 — — —.i -508.1 —45¢

-54.6 -44.7 =352 -71.8 -65.1 —61.7 -15.3 -11.2 -129 -52 -4.0 -30 0.5 9.0 — i -146.4! -11¢
Total benéfits, losses:and expenses before interest expenise,
amortization of goodwill and. restructiirifg ¢osts 128316 7 UET6A 54607 160,30 E996.07 R0 =363.81 7 =300:8 7 E252°55 141483 T 1230 £92:2 1.0 9.0, L) gEG () ) (7
Segment (loss) income N -178.7 108 100 i-1979 -287 784 716 -168 345 7.1 103 -08 — — — . -4553i -
Interest expense -242 —1;
Amortization of goodwill -7.8 o
Restructuring costs -50.0
{Loss) income: befora:taxes : +537.3 it

i

At December 31, 2001 : : . v ; ; i
Totallinvested assets™ 2:273:2:7:.1,458.3 22,3874 7.92,304.8 510.7.....542.0 40.8 44.6 +296.2 = 4,915:9.:4,34¢
Total segiment’assets after consolidation of
investmenits in-affiliates L LOUATTAZ ,8613 4;795.0 4,755, 798.8 8407 3485 2961 “1910.1: 524319 0970657781321
Ratios
lossratio oo 101.4% 79.5% 88.1% 94.9% 887% . 748% 1088% 1014%  76.9% — —- = ‘
Underwriting expense ratio 20.0% 21.0% 20.4% 28.5% 255% 26.9% 17 8% 27.8% 45% 325% 8.4%
Administration expense ratio 4.6% 5.5% 62% 8.0% 7.7% 9.1% 5.9% 5.1% 37% 35% 35%
Combined ratio 1260% 1060% 1147% 1314% 1219% 110.8% 1325% 134.3% - — —




1. Organization and nature of operations

Converium Holding ttd and subsidiaries (“Converium Group”) is a leading global professional reinsurer which
offers a full range of traditional non-life and life reinsurance products as well as innovative solutions to help clients
manage capital and risk. Converium Group’s principal lines of non-life reinsurance include liability, property,
motor, credit and surety, workers’ compensation, aviation and space, accident and health, marine, engineering
and other specialized lines. The principal life reinsurance product is ordinary life reinsurance.

Converium Group was formed through the restructuring and integration of substantially all of the third party as-
sumed reinsurance business of Zurich Financial Services through a series of transactions (the “Transactions”). On
December 1, 2001, Converium Group entered into a Master Agreement with Zurich Financial Services (the "Mas-
ter Agreement”) which sets forth the terms of the separation from Zurich Financial Services. in December 2001,
Zurich Finandial Services sold 87.5% of its interest in Converium Group through an initial public offering, which
date represented the legal separation from Zurich Financial Services {the “Separation Date"). Zurich Financial
Services’ remaining 12.5% interest in Converium Group was sold in January 2002.

Subsequent to the initial public offering, Converium Group has operated as an independent company. However
under the Master Agreement, Converium Group has several ongoing business relationships with Zurich Financial
Services. These include the Quota Share Retrocession Agreement, the Catastrophe Agreement, aggregate excess
of loss reinsurance coverage for Unicover Pool losses and September 11 terrorist attack losses, as well as certain
operating refationships (see Notes 9 and 15).

il accounting policies

2. Summary of sig

The consolidated and historical combined financial statements of Converium Group have been prepared on the
basis of accounting principles generally accepted in the United States (“US GAAP”) and comply with Swiss law.
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{2} Basis of proparation of the consolideted and historiva! combined finang SFREnts

The financial statements of Converium Group present the consolidated and historical combined financial condition
as of December 31, 2001 and 2000 and the related statements of income, cash flows and changes in equity for
each of the three years in the period ended December 31, 2001. For periods prior to the Separation Date, the his-
torical combined financial staternents were prepared on a carve-out basis to represent the net assets and related
historical results of the third party assumed reinsurance business owned by Zurich Financiat Services and that now
comprise Converium Group, Certain reclassifications have been made to prior year amounts to conform with the
current year’s presentation.

A subsidiary is an entity in which Converium Group owns, directly or indirectly, more than 50% of the outstanding
voting rights. The results of Converium Group entities are induded in the financial statements from the effective date
of acquisition. All significant intercompany balances, profits and transactions have been eliminated. See Note 20 for
the Converium Group entities included in the consolidated and historical combined financial statements. Entities
where Converium Group has the ability to exercise significant influence are accounted for using the eqguity method

Prior to the Transactions, changes in equity represent movements in Zurich Financial Services’ net investment in
Converium Group. For periods prior to July 1, 2001, certain expenses reflected in the financial statements include
allocations of corporate expenses incurred by Zurich Financial Services related to general and administrative serv-
ices for Converium Group. Additionally, investment income includes interest earned on the Zurich Financing
Agreement. See Note 6 for further details on the Zurich Financing Agreement.

Management believes that the foregoing adjustments and allocations were made on a basis that is a reasonable
reflection of the historical results of Converium Group. However, these results do not necessarily represent what
the income statement, balance sheet, changes in equity or cash flows of Converium Group would have been if
Converium Group had been a separate stand-alone entity during the periods presented.

{2} Foreign currency transiation and transartans

Foreign currency translation: In view of the international nature of Converium Group’s business and the fact that
more of its business is transacted in United States doflars than in any other currency, the consolidated and his-
torical combined financial information is reported in United States dollars. Other functional currencies include the
Swiss frang, the British pound, the Euro, and the Japanese yen. Assets and liabilities of all Converium Group’s
branches and subsidiaries expressed in currencies other than United States dollars are translated at the end of
period exchange rates, whereas statements of income are translated at average exchange rates for the period.
Translation differences on functional currencies are recorded directly in equity as cumulative translation adjust-
ments, net of any related deferred taxes, if applicable

Foreign currency transactions: Outstanding balances in foreign currencies arising from foreign currency trans-
actions other than the functional currencies are translated at end of period exchange rates. Revenues and
expenses are translated using the exchange rate at the date of the transaction or a weighted average rate. The
resulting exchange differences are recorded in the statements of income

{o} Monhife reinsurancs onsyitions

Premiums: Premiums from short-duration insurance and reinsurance contracts are recorded as written and are
earned primarily on a pro-rata basis over the term of the related insurance or reinsurance coverage. However, for
those contracts for which the period of risk differs significantly from the contract period, premiums are earned
over the period of risk in proportion to the amount of insurance or reinsurance protection provided. The unearned
premium reserve represents the portion of the premiums wiitten relating to the unexpired terms of coverage. Such
reserves are computed by pro-rata methods based on statistical data or reports received from ceding companies.

Reinsurance contracts are assessed to determine if underwriting risk, defined as the reasonable possibility of a sig-
nificant variation in the amount of payments and the reasonable possibility that the reinsurer will realize a signif-
icant loss, and timing risk, defined as the reasonable possibility of a significant variation in the timing of cash
flows, is transferred by the ceding company. Those contracts that do not transfer both risks, referred to in total as
insurance risk, are accounted for using the deposit method. A deposit asset or liability is recognized based on the
consideration paid or received less any explicitly identified premiums or fees to be retained by the ceding or
assuming company. Deposits for contracts that transfer only significant underwriting risk are subsequently measured
based on the unexpired portion of coverage until a loss is incurred, after which the present value of expected
future cash flows under the contract is also accrued. Changes in the deposit amount are recorded in the state-
ment of income as a loss or loss adjustment expense. Deposits for contracts that transfer only timing risk, or
deposits for contracts that transfer neither significant timing nor underwriting risk, are accounted for using the
interest method. Future cash flows are estimated to calculate the effective yield, and revenue and expense are
recorded as interest income or expense. The effect of contracts with indeterminate risk is not included in the
determination of net income until sufficient information becomes available to reasonably estimate the impact

Converium Group recognizes a liability or an asset to the extent that there is an obligation to pay or receive cash
or other consideration that would not have been required absent experience under the contract.

Deferred policy acquisition costs: Acquisition costs, principally representing commissions and brokerage expenses,
premium taxes and other underwriting expenses, net of allowances from retrocessionaires, which vary with and
are directly related to the production of new business, are deferred and amortized over the period in which the
refated written premiums are earned. Deferred policy acguisition costs are periodically reviewed to determine that
they do not exceed recoverable amounts after considering future investment income.

Losses: Losses and loss adjustment expenses are charged to expense as incurred. Unpaid losses and loss adjust-

ment expenses represent the accumulation of estimates for ultimate losses based on reports and individual case .

estimates received from ceding companies. An amount is included for losses and loss adjustment expenses in-
curred but not reported (“IBNR ") on the basis of past experience of Converium Group and its ceding companies.
Converium Group does not discount its loss reserves, other than for settled claims with fixed payment terms.

The methods of determining such loss and loss adjustment expense estimates and establishing the resulting
reserves are continually reviewed and updated and, as experience develops and new information becomes known,
the reserves are adjusted as necessary. Resulting adjustments are reflected as current expense in the period in
which they become known. Since the reserves are based on estimates, the ultimate settlement may vary from the
amount provided.

{d} Life reirsurance operations

Recognition of reinsurance revenue and related expenses: Premiums from short-duration life reinsurance contracts
are recognized as revenue over the remaining contract period in proportion to the amount of reinsurance protec-
tion provided. Premiums from long-duration life reinsurance contracts are recognized as revenue in @ manner con-
sistent with the underlying reinsured contracts. Benefits and commissions are provided against such revenue to
recognize profits over the estimated life of the reinsurance contract.

Deferred policy acquisition costs: Acquisition and commission costs incurred in acquiring new business are deferred
Deferred poficy acquisition costs are amortized over the expected life of the contracts as a constant percentage of
expected premiums. Expected premiums are estimated at the effective date of the contract and are consistently
applied throughout the life of the contract unless a premium deficiency occurs. Deferred policy acquisition costs are
subject to recoverability testing at the time of contract issue and at the end of each accounting period.




Future life benefits reserves and contract deposits: Liabilities for future life benefit reserves and contract deposits
are estimated on bases consistent with those used for the original policies issued and with the terms of the rein-
surance contracts.

{e} Redraresaion

Converium Group cedes reinsurance to retrocessionaires in the normal course of business. The cost of short-
duration retrocessional contracts is amortized over the remaining contract period in proportion to the amount of
reinsurance protection provided consistent with the underlying assumed contracts. The cost of long-duration
retrocessional contracts is amortized over the estimated remaining life of the underlying assumed contracts. The
difference, if any, between the amounts paid for the retrocessional contract and the amount of the liability for
contract benefits relating to the underlying reinsured contracts is part of the estimated cost to be amortized. Rein-
surance is recorded gross in the balance sheet. Reinsurance assets include the balances due from retrocessionaires
for paid and unpaid losses and loss adjustment expenses, ceded unearned premiums, ceded future life benefits
and funds held under reinsurance treaties. Amounts recoverable from retrocessionaires are estimated in a manner
consistent with the liabilities associated with the reinsured contract.

Converium Group establishes an allowance for potentially uncollectible recoverables from retrocessionaires. In
addition, Converium Group immediately charges operations for any recoverable balances that are deemed to be
uncollectible. Collateral and other offsets are considered in determining the allowance or expense.

{F} Invested agsets

Fixed maturities and equity securities which Converiurm OECU ccﬁ with the intention to resell in the near term
are classified as trading and are carried at fair value. The remaining fixed maturities and equity securities are clas-
sified as available-for-sale; these investments are carried at fair value.

Unrealized gains or losses on investments carried at fair value, except those designated as trading, are recorded in
other comprehensive income, net of deferred income taxes. Unrealized gains or fosses on investments designated
35 trading are recognized in current period income.

When declines in values of securities below cost or amortized cost are considered to be other than temporary, an
impairment charge is recorded as a realized loss in the statement of income for the difference between cost or
amortized cost and estimated fair value. “Other than temporary declines” are decreases in the cost or amortized
cost o* the security that Converium Group believes will not be recovered in the near term, and are identified by
considering various factors such as the financial condition of the issuer, the market value and the expected future
cash flows of the security.

Realized gain or loss on disposals is based on the difference between the proceeds received and the cost or amor-
tized cost of the investment using the specific identification method The amortization of premium and accretion
of discount on available-for-sale investments in fixed maturities is computed using the effective interest method
and is recorded in current period income. Dividends on equity securities are recorded as revenue on the ex-
dividend date, the date that the dividends become payable to the holders of record.

Reat estate held for investment, which is included in the balance sheet under the caption, "Other investments,”
is recorded at depreciated cost and is depreciated on a straight-line basis over 40 years. The gain or loss on dis-
posal is based on the difference between the proceeds received and the carrying vaiue of the investment.

Certain partnerships in which Converium Group has an interest are engaged exclusively in making investments in
direct private equity, private equity funds and hedge funds. In the partnerships, these investments are carried at
fair value, with changes in fair value being recorded as other income. The partnership investments are accounted
for based on Converium Group’s underlying partnership capital account.

Short-term and other investments are recorded at cost, which approximates fair value. Short-term investments are
those with a maturity of greater than three manths but less than one year from date of purchase.

The Funds Withheld Asset/Zurich Financing Agreement is carried at the principal balance plus accrued interest. See
Note 6 for further description.

g} Derlvative instromants

Derivative financial instruments include swaps, futures, forwards and option contracts, which all derive their val-
ue from underlying interest or foreign exchange rates, commodity values or equity prices. Derivatives are subject
to various risks similar to those related to the underlying financial instruments, including market, credit and
liquidity risk.

Converium Group adopted SFAS No. 133, “Accounting for Derivative Instruments and Hedging Acti
ive January 1, 2001. SFAS No. 133 requires all derivatives to be recognized on the balance sheet at fair value. The
recognition of changes in the fair value of a derivative depends on its intended use. The adoption of SFAS No. 133
did not have a material impact on the financial condition or results of operations of Converium Group.

Derivatives and other financial instruments are used to hedge exposures or modify exposures to interest rate and
foreign currency risks. Changes in the fair value of derivatives used in hedging activities are, depending on the
nature of the hedge, either recognized in earnings together with the change in fair value of the hedged item
attributable to the risk being hedged, or recognized in other comprehensive income until the hedged item affects
earnings. For all hedging activities, the ineffective portion of a derivative's change in fair value is immediately
recognized in earnings. Derivatives not used in hedging activities are adjusted to fair value through earnings
Embedded derivatives in insurance contracts and investment contracts are separated from their host contracts and
accounted for as derivative instruments under SFAS No. 133.

: s urities

Sales of securities under agreements to repurchase are accounted for as collateralized transactions and are record-
ed at their contracted repurchase amount plus accrued interest. Converium Group minimizes the credit risk that
counterparties to transactions might be unable to fulfill their contractual obligations by monitoring customer cred-
it exposure and collateral value and generally requiring additional collateral to be deposited with Converium
Group when deemed necessary.

{3} Cash and vash eauivales
Cash amounts represent cash on hand and demand deposits. Cash equivalents are short-term, highly liquid
investments with original maturities of three months or tess.

{i; Fixed asse

Fixed assets, which are included in the balance sheet under the caption “Other assets”, are carried at cost less
accumulated depreciation and any necessary write-downs for impairment. The costs of fixed assets are depreciated
principally on a straight-line basis over the following estimated useful economic lives: furniture and fixtures five to
ten years; computer equipment and software thiee to five years. Maintenance and repair costs are charged to in-
come as incurred; costs incurred for major improvements are capitalized and depreciated. Gains and losses on dis-
posal of fixed assets are based upon their carrying amount.

£k} Goody
Goodwill, which is included in the balance sheet under the caption “Other assets,” is accounted for under the pur-
chase method, whereby the difference between the purchase price and the fair value of net assets acquired as part
of a business combination is capitalized as goodwill and amortized on a straight-line basts over its estimated useful
life. In determining the estimated useful life, Converium Group considers the expected period of benefits to be
received from the acquired company, which is based on factors such as the type of business, the duration of the
underlying reinsurance contracts, customer relationships and distribution networks. See Note 2(0).

{1} Rezognitice end measerement of iy
Converium Group periodically reviews its tong-lived mmmma including goodwill, to determine potential impairment.
If the recoverable amount is less than the carrying amount of the asset, an impairment loss is recognized. The
recoverable amount is measured using the sum of the asset’s undiscounted estimated future cash flows expected
to arise from the use of the asset and from its disposal at the end of its useful life. The impairment foss is measured
as the difference between the carrying amount of the asset and its fair value. Fair value is defined as the market
price less cost of disposal. If the market price is not available, fair value is estimated based on the present value of
future cash flows.

{r fneome faxes

Taxes on income are accrued in the same periods as the revenues and expenses to which they relate. Deferred
income taxes are provided for all temporary differences, which are based on the difference between financial
statement carrying amounts and income tax bases of assets and liabilities using enacted income tax rates and
laws, and for loss carryforwards. A valuation allowance is recorded to reduce a deferred tax asset to that amount
that is expected to be realized.

For periods prior to the Separation Date, Converium Group’s results were included in the combined income tax
returns filed by Zurich Finandial Services or its subsidiaries. Converium Group provides for income taxes substan-
tially on a stand-alone separate company basis.



{n} Eroployee benefits

Converium Group entities provide employee retirement benefits under principally two types of arrangements:
defined benefit plans providing specified benefits and defined contribution plans. The assets of these plans are
principally held separately from Converium Group’s general assets in trustee-administered funds.

Defined benefit plan obligations and contributions are determined periodically by qualified actuaries using the pro-
jected unit credit method. Converium Group’s expense related to defined benefit plans is accrued over the
employees’ service periods based upon the actuarially determined cost for the period. Actuarial gains and losses
are normally spread over the average remaining service lives of employees. Contributions to defined contribution
pension plans are charged to income as they become due

Converium Group recognizes the expense related to incentive plans over the relevant performance period. With
regard to share-based compensation, Converium Group uses a fair value-based method of accounting. Expense
recorded for share-based compensation takes into account the exercise price as of the grant date in determining
the fair value of the shares or options to be awarded.

{1} Mewr accounting pronouncements
The Financial Accounting Standards Board (“FASB“) has issued the following new standards, which will be
required to be adopted by Converium Group in the future:

SFAS 142, “Goodwill and Other Intangible Assets”

InJune 2001, the FASB issued SFAS No. 142, “Goodwill and Other Intangible Assets.” This standard prohibits the
amortization of goodwill and intangible assets that have indefinite useful lives, and requires impairment testing of
goodwill annually or if any event occurs which would indicate an impairment of goodwill. It also prescribes that
goodwill should be tested for impairment under a fair value method different than that previously required under
SFAS No. 121, " Accounting for the Impairment of Long-Lived Assets and for Long-Lived Assets to be Disposed
of . This standard is effective for fiscal years beginning after December 15, 2001.

Except for the reduction of future amortization of goodwill, adoption of SFAS No. 142 is not expected to impact
the financial condition or results of operations of Converium Group. Amortization of goodwill was US$ 7.8 mil-
lion, US$ 7.3 million and US$ 6.2 million for the years ended December 31, 2001, 2000 and 1999, respectively.

SFAS 143, "Accounting for Asset Retirement Obligations”

InJune 2001, the FASB issued SFAS No. 143, " Accounting for Asset Retirement Obligations,” which requires that
obtigations associated with the retirement of a tangible long-lived asset be recorded as a liability when those
obligations are incurred, with the amount of the liability initially measured at fair value.

This standard will not have a material impact on the financial condition of Converium Group

SFAS 144, “Accounting for the Impairment or Disposal of Long-Lived Assets”

In August 2001, the FASB issued SFAS No. 144, “Accounting for the Impairment or Disposal of Long-Lived
Assets,” which supersedes both SFAS No. 121, “Accounting for the impairment of Long-Lived Assets and for Long-
Lived Assets to Be Disposed of” and the accounting and reporting provisions of APB Opinion No. 30 “Reporting
the Results of Operations — Reporting the Effects of Disposal of a Segment of a Business, and Extraordinary,
Unusual and tnfrequently Occurring Events and Transactions,” for the disposal of a segment of a business (as previ-
ously defined in APB Opinion No. 30). SFAS No. 144 retains the fundamental provisions in SFAS No. 121 for rec-
ognizing and measuring impairment losses on long-lived assets held for use and fong-lived assets to be disposed
of by sale, while also resolving significant implementation issues associated with SFAS No. 121,

This standard is effective for fiscal years beginning after December 15, 2001. Management does not expect the
adoption of SFAS No. 144 to have a material impact on the financial condition of Converium Group because the
impairment assessment under SFAS No. 144 s largely unchanged from SFAS No. 121. The provisions of this state-
ment for assets held for sale or other disposal generally are required to be applied prospectively after the adop-
tion date to newly initiated disposal activities. As a result, management cannot determine the potential effects
that adoption of SFAS No. 144 will have on Converium Group financial condition with respect to future dispos-
al decisions.

1) thae of astimates

The preparation of financial statements in conformity with US GAAP requires management to make estimates and
assumptions that affect reported amounts of assets and liabilities at the date of the financial statements and
reported amounts of revenues and expenses during the reporting period. Therefore, actual results could differ
from those estimates.

In connection with the Transactions, Converium Group incurred US$ 50.0 mittion in restructuring costs during
2001. Any restructuring costs relating to the Transactions in excess of this amount have been borne by Zurich
Financial Services. The restructuring costs, according to the Master Agreement, include the costs and expenses of
the Transactions, including advisors’ fees, retention plan costs expensed in 2001 and stamp duty taxes.

4. Foreign curency translation and transactions
Tabte 4.1 summarizes the principal exchange rates which have been used for translation purposes {US dollar per
foreign currency unit). The net gains (losses) on foreign currency transactions included in the statements of income

were immateriat for the years ended December 31, 2001, 2000 and 1999, respectively.

Statements of income

Balance sheets and cash flows
Eachumnge 1 2001 2000 2001 2000 1999
British pound 1.4529 1.4958 1.4406 1.5148 1.6183
Euro 0.8897 0.9422 0.8955 0.9229 1.0663
100 Japanese yen . 07596: 08745 0.8240 0.9284 0.8830
Swiss franc 0.6015 0.6207 0.5929 0.5924 0.6663

Segment information

The primary measure of segment information, as reflected in the Schedule of Segment Data, is segment income,
defined as income before interest expense, amortization of goodwill, restructuring costs and income taxes. Con-
verium Group’s business is organized around four operating segments: three non-life segments, Converium
Zurich, Converium North America and Converium Cologne, which are based principally on geographic regions,
and a Converium Life segment (as described below)

Converium Zurich manages the non-life reinsurance businesses in the United Kingdom, Western and Southern
Europe (Switzerland jointly with Converium Cologne, Spain, ltaly, Portugal, France, Irefand and Malta), the Benelux
countries, Latin America, the Far East and the Pacific Rim, Israel and Southern Africa. Converium Zurich is also the
primary center of expertise for aviation and space, credit and surety, marine and engineering reinsurance and pro-
vides technical support for catastrophe risk assessment and modeling for the global operations

Converium North America, based in New York, manages the non-life reinsurance businesses in the United States
and Canada, and is the global center of expertise for agribusiness.

Converium Cologne manages the non-life reinsurance businesses in Germany, Austria, Northern Europe (Den-
mark, Sweden, Iceland, Finland and Norway), Central and Eastern Europe (Switzerland jointly with Converium
Zurich, Slovakia, Slovenia, Croatia, Bulgaria and Romania), the Middle East and Northern Africa. In addition, Con-
verium Cologne has worldwide underwriting responsibility for health reinsurance with the exception of the US
market, which is written by Converium North America.

Converium Life manages the worldwide reinsurance business underwritten by Converium Riickversicherung
(Deutschland) AG

The accounting policies of the segments are the same as those described in the summary of significant account-
ing policies. Converium Group accounts for inter-segment revenues and transfers as if the transactions were with
third parties at current market prices
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Tablz 5.1

Met premiums weitten by lne of business

(US$ milion)

Year ended December 31 2001 2000 1999
Global Mon-Life . .

Liabitity 458.1 4749 4104
Property 501.9 403.8 3019
Motor 437.2 333.1 159.1
Credit and Surety 178.6 122.0 106.4
Workers' Compensation R 1926 1639 2001
Aviation and Space 181.0 119.3 97.0
Accident and Health 116.4 853 66.2
Marine . i 743 463 437
Engineering 80.7 55.4 41.3
Spedialized and other 120.4 776 59.3
Total Global:Non:Life : 2:34122 1,881-6 11,4854
Convarium Life

TJotal:Converium:Life - 1414 1144 848
Tl e 9960 702
Table 5.3

Wit pres

(US$ million)

Year ended December 31 2001 2000 1999

1424 97.3 124.2

[ ] 604 49.0 58.8
United Kingdom 593.4 3175 241.2
Rest of Furope - 81.0 | 2706818
Far East 1216 84.7 515
Near and Middle East 99.2 742 61.2
North America . ) 10384 1,027.2 8054
755 46.1

15902

In 2001, two reinsurance intermediaries produced approximately 13% and 12%, respectively, of Converium Group’s
gross premiums written. The revenues from these reinsurance intermediaries were produced across alt of the seg-
ments. The same two reinsurance intermediaries produced approximately 20% and 14% in 2000, and 21% and
10% in 1999, respectively, of Converium Group’s gross premiums written. No ceding company accounted for more
than 10% of Converium Group’s revenues for the years ended December 31, 2001, 2000 and 1999.

d assets and invastm

5. Inves

Tablz 6.1
Met investment ingome
(US$ million)

Year ended December 31 2000 1999
1247 1146
9.2 9.0
55 116
84 25
Funds Withheld Asset/Zurich Financing Agreement

Total investmentincome
Investment expenses

Net investmept income

As Converium Ltd was not an independent entity prior to the Transactions, it did not have a separate investment
portfolio. instead, its cash flows were managed by Zurich Financial Services pursuant to the Zurich Financing

Agreement. The Zurich Financing Agreement was US$ 1,335.2 million as of December 31, 2000. In conjunction
with the establishment of the Funds Withheld Asset (see Note 9), the Zurich Financing Agreement was cancelled.
The Funds Withheld Asset was US$ 1,598.5 million as of December 31, 2001. Net investment income on the
Zurich Financing Agreement was based on a formula designed to reflect a total investment return on a diverse in-
vestment portfolio. Net investment income on the Funds Withhetd Asset is based on a weighted average interest
rate.

Tabie 6.3

Bt vy
(US$ million)
Year ended December 31 2001 2000 1999
Fixed maturities: S
Realized capital gains 50.0 15.0 268
Realized capital losses —4.1 -12.0 -35.4

Equity securities:
Realized capital gains
Realized capital losses
Write-down of impaired investments
Oth . . N
Net realized capital {fosses) qams

During 2001, Converium Group recognized impairment losses of US$ 82.5 million on its equity portfolio follow-
ing the continued deterioration in global stock markets, particularly in the telecommunications and technology
sectors in North America.

and iosses

{invluded in other comprehensive incomed Net change for the year Total as of
ended December 31, December 31,
2001 2000 1999 2001 2000
Fixed maturities available-for-sale -0.1 78.0 -109.8 22.6 32.2
Equity securities available-for-sale 24.7 -74.8 -10.7 221 -1.3

Less amounts of net unrealized
5 (losses) attributable to:
Deferred income taxes -2.9 05
Foreign currency effect
Total

-14.4 -12.1

555

Jable 5.4
Byvestrerenis 0 fixed matuil
arscd equity sedurities

(US$ million) Cost or Gross Gross
amortized cost unrealized gains unrealized losses
Syatatde-forsal 2001 2000 2001 2000 2001 2000
Fixod materitisg: .
US government 469 8 512.3 11.7 125 -0.7 4798
Other governments 553.2 512.3 8.5 238 -4.4 -85
Corporate and other debt securities 552.3 5374 88 1.0 -7.3 -12.8
Mortgage and asset-backed securities 7335{ 6420 100 104 -3.0 -3.5
Total as of December; 31 L 2,308.82.304.0 390 0577 S1647 5255 2331422

[

Equity securities

o 6793] 6123
Tatat-available:forsale’as of Decerber 3 38
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Table &5

Fixed maturigy schordoby Estimated fair value
(US$ mittion) Available-for-sale
One year through tive years 691.5
Five years through ten years 585.7
Qver ten years 313.7
Subtotal - a e o AL : : ’ 1,590.9
Mortgage and asset-backed securities — 7405
Total:as of December 31, 2001 . 2,331

The estimated fair values of fixed maturities available-for-sale are shown by contractual maturity. Actual maturities
may differ from contractual maturities because certain borrowers have the right to call or prepay certain obii-
gations with or without calt or prepayment penalties.

Real estate held for investment consists primarily of US$ 143.3 miltion, net of accumulated depreciation, of
investments in residential and commercial rental properties located in Switzerland, acquired in late 2001 from sub-
sidiaries of Zurich Financial Services. The fire insurance value of Convertum Group's reat estate held for investment
and fixed assets totaled US$ 215.3 million and US$ 33.1 million at December 31, 2001 and 2000, respectively.

There are no investments in any entity in excess of 10% of equity at December 31, 2001 and 2000, other than
investments issued or guaranteed by the US or sovereign governments or their agencies. Cash and investments with
a carrying value of US$ 114.3 million and US$ 51.6 million were deposited in trust with regulatory authorities as
of December 31, 2001 and 2000, respectively.

7. Goodwi

During August 1997, Zurich Financial Services acquired all the remaining equity interests in Converium
Reinsurance (North America) Inc. not then owned by Zurich Financial Services. The acquisition of the minority
interest in Converium Reinsurance (North America) Inc. was accounted for as a purchase. Accordingly, the excess
of the consideration paid in exchange for the minority interest over the fair value of the net assets attributable
to the minority interest was recorded as goodwill. This goodwill, plus additional goodwill attributable to previous
minority interest repurchases, has been reflected in the financial statements of Converium Group under the appli-
cation of “push down™ accounting. An additional US$ 20.7 million of goodwill arose from Converium Group’s
acquisition of a 49.9% interest in MDU Services Ltd. during May 2000. Goodwill was US$ 112.0 million and US$
119.8 million, and accumulated amortization of goodwill was US$ 32.5 million and US$ 24.7 million at December
31, 2001 and 2000, respectively.

8 Loss

balance sheet date. The reserve for losses and loss adjustment expenses is determined on the basis of information
currently available; however, it is inherent to the nature of the business written that the ultimate liab
as a result of subsequent developments.

Table 8.1

Reserves for fosses snd foss adjustme TS
(US$ million)
Year ended December 31 2001 2000 1999

A5 of Januery 1

Gross reserves for losses and loss adjustment expenses a,, 546.0 | 3,545.7 2,988.1

Less reinsurance recoverable i1,212.2 7049 457.3
Net réserves-for losses’and-loss adjustment: expenses 3,333.8 v 2.840.8 2:530.8
Loss end s adinstment expeoses incurred i

Current year 2,039.5 1,454.6 1,184.8

Prior years 123.6 654 -130.1
Total 5 ; T 2:163:1 13520007 541:054:7
Losses and foss adfistrrent exnenses pald

Current year 359.1 2220 53.0

Prior years ) 885.2 | 8506 6100
Totals - ; ; B e 1.244.3 10726 663.0
Foreign currency translation effects -87.1 456 817
&3 of Detember 31

Net reserves for fosses and foss adjustment expenses

Reinsurance le

GFoss reserves for iosses and foss adiugiment experises

In the first half of 2001, Converium Group strengthened reserves by US$ 112.0 million. Converium Group retained
an actuarial consulting firm to perform an independent review of non-life net reserves as of December 31, 2000
The review was begun during the second guarter of 2001 and completed in the third quarter of 2001. The inde-
pendent analysis reflected certain information that became available after the issuance of the December 31, 2000
financial statements, including most fourth quarter 2000 and some first quarter 2001 reports from ceding com-
panies, who typically report on a one-quarter lag. Based on the independent review and Converium Group's own
evaluations of these new developments, additional provisions of US$ 112.0 million, net of reinsurance, were
recorded in the first half of 2001, principally related to accident years 2000 and prior at Converium North Amer-
ica. The adverse loss development mainly related to general iability, commerciat auto liability and umbrella poticy
treaty business written in 1996 through 1999.

In the second half of 2001, Converium Group recorded an additional US$ 11.6 million of net adverse loss reserve
development based on its year-end review of non-life reserves. Converium Cologne strengthened its asbestos and
enwironmental reserves by US$ 11.5 million, in order to increase the survival ratio from 13.1 years at December
31, 2000 to 13.8 years at December 31, 2001. Converium Cologne also performed an in-depth analysis of its
European and Middle East non-proportional motor book in tight of current trends, including lower interest rates,
higher long-term disability costs and longevity risk. As a result of this review, an additional US$ 20.0 million in
reserves were recorded for European and Middle East motor lines for years 2000 and prior. Converium Cologne
also recorded an additional US$ 9.8 million of reserves for energy and property business in the Middle East.
Converium North America recorded adverse development of US$ 39.0 million, mainly related to general liability,
auto liability and umbrella business written in 1996 through 1999. Partially offsetting the above, loss reserves at
Converium Zurich developed positively by US$ 69.0 million, reflecting positive development of US$ 30.0 in aviation
and space, primarily on non-proportional treaty business for years 1998 through 2000. Additional positive devel-
opment was experienced in casualty lines of business

In 2000, Converium Group strengthened reserves by US$ 65 .4 million. This result was heavily driven by adverse
development from the December 1999 European winter storms Anatol, Lothar and Martin. These events occurred
in the last week of December 1999, which made loss estimation for these events difficult at December 31, 1999.
In addition, Converium North America experienced adverse loss development mainly related to casualty treaty
business from prior underwriting years.

Converium Group’s results were favorably impacted as a result of reserve adjustments of US$ 130.1 million in
1999. The principal factors which led to these favorable reserve developments include the following:
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e Over the years, Converium Group has increased the portion of its business derived from specialty lines, in par-
ticular aviation and space. These lines are among the more complex and uncertain lines of business because
of the potential for large losses. In addition, in specialty lines such as credit and surety business, the correla-
tion between losses and general economic conditions, and in aviation and space, the longer reporting periods,

Crease the uncertainty of the reserving process. Initial reserve estimates were the best judgment at the time

and reflected this complexity and uncertainty. Over time, the actual emergence of losses in these lines could

be used as an indication of future loss emergence, or re-estimation of ultimate loss.

* Over time, Converium Group's clients have been able to provide more detailed and timely loss information.
Combined with technological advances that Converium Group has made over the same period in its reserving
process, it has been able to perform more comprehensive analyses. This impact prevails throughout the port-
folio. However, it is particularly noticeable for the traditional book of European property, European motor and
European liability business.

= Converium Group entered into several new overseas geographical markets and had significant expansion in
both existing and new markets in several longer-tailed liability lines of business. New lines of business and
markets are inherently more uncertain than existing business and markets, where historical experience data
can be used to support the reserving process. Accordingly, the initial estimates of ultimate losses for this busi-
ness reflected these additional inherent uncertainties. Over time, as the actual emergence of losses in these
markets could be used as an indication of future loss emergence, the re-estimation of losses indicated redun-
dancies

The reserves for certain losses and loss adjustment expenses, such as those for settled claims with fixed payment
terms, represent the present value estimates of the ultimate cost of all losses incurred but not paid through
December 31 of each year. Where applicable, gross reserves of US$ 413.8 million and US$ 365.0 million have
been discounted using average interest rates of 6% in 2001 and 2000. This has reduced reserves by US$ 47.5 m
lion and US$ 46.5 million as of December 31, 2001 and 2000, respectively. In addition, deferred charges relating
to retrospective reinsurance assumed and structured settlements totaling 15$ 57.9 million and US$ 26.2 million
as of December 31, 2001 and 2000, respectively, are included in other assets.

Converium Group believes that its exposure to environmental impairment liability and asbestos-related claims is
relatively small due to the diminutive amount of business written prior to 1987 for Converium Zurich and Con-
verium Reinsurance (North America) Inc. Additionally, Converium Reinsurance (North America) Inc. is protected by
a stop loss agreement with Zurich Insurance Company (“ZIC"), a wholly owned subsidiary of Zurich Financial Ser-
vices, for business effected prior to June 1, 1993. As of December 31, 2001, Converium Rickversicherung
(Deutschland) AG had reserves for environmental impairment liability and asbestos-related claims of US$ 44.6 m
lion.

September 11 terso attacks
As of December 31, 2001, Converium Group estimates its gross and net incurred losses and loss adjustment ex-
penses related to the September 11 terrorist attacks to be as follows:

Retrocessional
reinsurance
Gross losses recoveries Net losses

Aviation 3230 154.3 168.7
Property and Liability o . 353.5 245.0 108.5
Life . 164 44
Total 6929 403.7

Included in the reinsurance recoveries above are US$ 152.3 million due from Zurich Financial Services and sub-
sidiaries.

In addition to the gross loss estimates above, we have received claims which could, if adversely determined, cause
us to increase our gross estimate by approximately 10%. We dispute the merits of these claims based on the terms
and limits of our contracts and their application to the complex circumstances of September 11. Our ultimate
gross exposure to these claims will depend on a number of factors including the outcome of any dispute over the
merits of such claims. However, our net exposure to the September 11 terrorist attacks is subject to the caps
described below and accordingly, changes, if any, in our gross 10ss estimates will not affect our net results.

Certain arrangements with Zurich Financial Services described below provide protection against potential adverse
loss development on the September 11 terrorist attacks for Converium Ltd, Converium Riickversicherung

(Deutschland) AG and Converium Reinsurance (North America) Inc. above the initial loss amounts recorded of US$
289.2 million, net of retrocessional reinsurance recoveries. Ceded premiums in connection with these arrange-
ments and other coverages from Zurich Financial Services were US$ 28.5 million in 2001.

Converium Ltd's exposure under the Quota Share Retrocession Agreement (see Note 9), is limited for “Extraordi-
nary Events.” The agreement fimits Converium Ltd’s losses arising out of any “Extraordinary Event” to US$ 220.0
million and the parties have agreed that the September 11 terrorist attacks are an Extraordinary Event and that the
Us$ 220.0 million limit applies to losses arising out of the September 11 terrorist attacks. Because ZIC and Zurich
Insurance Bermuda (“ZIB"), a wholly owned subsidiary of Zurich Financial Services, retain losses in excess of the
limit, Zurich Financial Services will be responsible for non-payment, if any, by the retrocessionaires with regard to
losses arising out of the September 11 terrorist attacks in excess of the US$ 220.0 million limit.

ZIC will indemnify Converium Rdckversicherung (Deutschfand) AG for losses arising out of the September 11 ter-
rorist attacks in excess of approximately US$ 11.0 mitfion, net of retrocessional reinsurance recoveries.

Converium Reinsurance (North America) Inc. is covered under the ZIC 1997 Aggregate Excess of Loss Agreement
for tosses in excess of US$ 58.2 million. In addition, ZIC will indemnify Converium Reinsurance (North America)
Inc. against loss development in excess of the available limits under the ZIC 1997 Aggregate Excess of Loss Agree-
ment. See Note 15 for further information.

Ervon Chapter 17 reorganization

On December 2, 2001, Enron Corp. announced that it and certain of its subsidiaries had filed voluntary petitions
for Chapter 11 reorganization in the United States. Converium Group recorded incurred losses of US$ 67.0 mil-
lion pre-tax (US$ 48.0 million post-tax) for the year ended December 31, 2001, representing Converium Group’s
aggregate limits under existing reinsurance contracts in connection with Enron. These exposures result principalty
from credit and surety and, to a lesser extent, liability tines of business in the Converium Zurich and Converium
North America operating segments.

These estimates reflect Converium Group's aggregate limits under the related contracts. As of the date of these
financial statements, all of the facts and circumstances relating to Enron’s reorganization are nat known. Accard-
ingly, the losses Converium Group may ultimately incur, and the timing of any loss payment, will be affected by
numerous factors including the actions of third parties, possibte judicial rutings and other contingencies.

9. The Quota Share Refrocessio
and catastrophe proteciion

Quista Share Betrocassion Agresmnent

In connection with the Transactions, the transfer of Converium Zurich’s business to Converium Ltd by ZIC and ZIB
was effected by means of the Quota Share Retrocession Agreement effective July 1, 2001. The covered business
consists of the business historicalty managed by Converium Zurich which has an inception or renewal date on or
after fanuary 1, 1987, and consists of substantially all of the third party reinsurance assumed business written by
ZIC and ZIB, under the “Zurich Re” brand name. The liabilities Converium Ltd assumed include all net unearned
premiums, net losses and loss adjustment expenses and experience account balances relating to this business.

The Quota Share Retrocession Agreement provides for the payment of premiums to Converium Ltd by ZIC as con-
sideration for assuming the covered liabilities. The Quota Share Retrocession Agreement provides that these pre-
miums are on a “funds withheld” basis, whereby the premium is not immediately paid, but is rather retained by
ZIC and credited to a funds withheld account, which is referred to as the Funds Withheld Asset. In conjunction
with the establishment of the Funds Withheld Asset, the Zurich Financing Agreement was cancelled. See Note &
for more information on the Zurich Financing Agreement

Because the business subject to the Quota Share Retrocession Agreement consists of business that was historically
managed by Converium Zurich, this business is already reflected in the financial statements. Any reinsurance
business written by ZIC or ZIB that is not part of the historically managed and operated third-party reinsurance
business of Converium Zurich is not covered by the Quota Share Retrocession Agreement, and all related legal
rights and obligations of this business have been retained by ZIC and ZIB. Accordingly, this business is excluded
from the financial statements. Therefore, execution of this Quota Share Retrocession Agreement has no impact on
results of operations as reported for 2001, 2000 or 1999.

Converium Ltd will receive the surplus remaining with respect to the Funds Withheld Asset, if any, after all liabili
ties have been discharged. Additionally, Zurich Financial Services has the right to prepay to Converium Ltd the full
amount or a portion thereof of the Funds Withheld Asset prior to termination of the agreement. Finally, Converi-




um Ltd is entitled to request cash advances under certain circumstances to help meet significant cash require-
ments. Any surplus or any additional cash flows will be recorded in the financial statements in the period when
they occur.

Converium Ltd is entitled to borrow cash from ZIC if eligible losses from a single event or series of related events
not relating to the business covered by the Quota Share Retrocession Agreement exceed US$ 25.0 million. The
amount that may be borrowed as a result of any one event or series of related events is limited to the lesser of US$
90.0 miflion, or actual losses from the event. Converium Ltd is entitled to request multiple advances. However, it
may never borrow more than the Funds Withheld Asset balance, and the aggregate amount that may be bor-
rowed at any one time ranges from US$ 150.0 to US$ 180.0 million in 2002 and US$ 105.0 to US$ 135.0 million
for the period January 1, 2003 to September 30, 2003. Conversium Ltd may not request advances beyond Sep-
tember 30, 2003, unless agreed otherwise with ZIC. interest on these advances wilt accrue at a variable annual
rate equal to prevailing LIBOR plus 0.50%, and is payable monthly. Converium Ltd would be required to repay any
advance within one year of receipt. No advances were outstanding at December 31, 2001.

Converium Ltd will continue to administer the transferred business on behalf of ZIC and ZIB, which remain liable
to the original cedents of the business. Additionally, Converium Ltd will manage third-party retrocessions related
to the business transferred. Converium Group will bear the credit risk for uncollectible reinsurance balances ex-
duding those related to the September 11 terrorist attacks. Converium Ltd will have a broad right of offset under
the Quota Share Retrocession Agreement so that reinsurance balances owed to ZIC and ZIB may be offset against
the Funds Withheld Asset account directly.

The Quota Share Retrocession Agreement provides for commutation and termination for special reasons, such as
insolvency of a party or loss of its authorization to do business or a change of control of Converium Ltd. Each of
the parties agrees to indemnify the other against liability or expense incurred by reason of its conduct or failure to
act in appropriate circumstances. The Quota Share Retrocession Agreement contains other provisions that are cus-
tomary for an agreement of this nature.

Retsocassional seingurance

Retrocessional reinsurance arrangements do not relieve Converium Group from its direct obligations to its rein-
sureds. Thus, a credit exposure exists with respect to reinsurance ceded to the extent that any retrocessionaire is
unable or unwilling to meet the obligations assumed under the retrocessional agreements. Converium Group
holds substantial collateral as security under related retrocessional agreements in the form of deposits, securities
and/or letters of credit. Converium Group's business is not substantially dependent upon any single retrocessional
contract.

In connection with the Transactions, certain assumed reinsurance contracts of Converium Reinsurance (North
America) Inc. related to business written by a unit of Zurich Financial Services will be 100% reinsured by Centre
Insurance Company (“CIC”) or Centre Solutions (US) Limited (*CSUS™), subsidiaries of Zurich Financial Services,
on an indemnity reinsurance basis, with Converium Reinsurance (North America) Inc. retaining the assets on a
funds withheld basis. Converium Reinsurance (North America) Inc. has assigned its rights under certain underlying
retrocession agreements to CIC, CSUS or ZIC, Bermuda Branch. Loss reserves and equivalent reinsurance recover-
ables of US$ 35.2 million and US$ 253.0 million have been recarded as of December 31, 2001 and 2000, respec-
tively.

Under an existing aggregate excess of loss reinsurance agreement in force between ZIC and Converium Reinsur-
ance (North America) Inc., ZIC provides aggregate excess of loss reinsurance protection to Converium Reinsurance
(North America) Inc. with respect to potential losses arising out of Converium Reinsurance {North America) Inc.'s
retrocession to the Unicover Pool involving Amerisafe Interstate Insurance Company. See Notes 15 and 19 for
more information.

Included in reinsurance assets below are recoverables totalling US$ 362.9 million related to the Unicaver Pool. On
an individual basis, none of the recoverables from these retrocessionaires exceeds 10% of equity. Recoverables
from subsidiaries of Zurich Financiat Services total 11.7% of equity at December 31, 2001. Recoverables from one
other third-party retrocessionaire were 16.5% of equity at December 31, 2001. There were no recoverables from
any other retrocassionaire that exceeded 10% of equity at December 31, 2001. Allowances of US$ 9.6 million and
US$ 8.7 million have been recorded for estimated uncollectible receivables and reinsurance recoverables at De-
cember 31, 2001 and 2000, respectively.

Table 8.1
(US$ million) Gross Reinsurance assets Net of reinsurance
Year ended December 31 2001 2000 2001 2000 2001 2000

Reserves for losses and 10ss -
adjustment expenses 57105 4,546.0 1,545.0 12122 41655 33338
Reserves for unearned premiums i 968.7 7744 789 54.8 885.8 7196
2078 136.1

41895
wble 8.2
Premtttms writtes and parrmd
(US$ million) Premiums written Premiums earned
For the years ended December 31 2001 2000 1999 2001 2000 1999
Direct premiums ) _1249i 1699 0 1841 106.6 177.0 155.7
Assumed premiums 2,756.3 2,3959 1,764.6 2,5819 2,2441 1,577.6
Ceded premiums -393.4 -569.8 -358.5 -388.1 -559.6 -331.8
Catastrophe Agreement -5.2 i —

74826 0 19960

Total 1.8615:

Tabie 8.3

Benaflts, iesses and axpenses

(US$ miltion)

For the years ended December 31 2001 2000 1999
Waahits bossias aral tose adjustment expen N

Direct 104.3 169.7 834
Assumed ) 2,694.3 2,106.5 1,363.5

Life benetits and poficyholder dividends
Assumed
Ceded
Total.

Undarwriting acquisition tosts
Direct
Assumed
Ceded

Catasivophe mrowotion

As of December 31, 2001, Converium Ltd has entered into agreements for coverage of losses related to certain
catastrophic loss events. These agreements include both traditional reinsurance as well as a catastrophe derivative
described more fully below. The traditional reinsurance agreements cover losses from an event in excess of US$

90.0 m:

on.

On June 8, 2001, ZIC entered into a transaction with Trinom Ltd., a Bermuda company that ultimately provides ZIC
with specific high-limit catastrophe protection. Trinom is a special purpose entity ("SPE”) established by ZIC in
Bermuda, and which issued all of its common shares to a Bermuda trust. Trinom’s business consists sotely of issu-
ing three-year catastrophe securities to third-party gualified investors in the form of preference shares and two
classes of notes. Simultaneous with the offering of these securities, Trinom entered into a counterparty contract
with ZIC whereby Trinom will make payments to ZIC from its funds to cover defined catastrophic losses in the Unit-
ed States and Europe. ZIC is required to make payments to Trinom based on the balance of Trinom’s funds and the
magnitude of its losses. The owners of the securities are entitled to receive their original investment, plus interest
on the notes or dividends on the preference shares, both paid quarterly, less any loss payments made to ZIC.

Additionally, as part of the Transactions, ZIC and Converium Ltd have entered into a catastrophe derivative agree-
ment {the “Catastrophe Agreement”) in the form of a purchased option whereby Converium Ltd receives protect-
ion from ZIC under terms simiar to ZIC's protection under the Trinom transaction. Converium Ltd will pay ZiC
amounts at feast equal to the payments made by ZIC to Trinom. Similarly, Converium Ltd is entitled to receive
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payments from ZIC that are similar to those that ZIC is entitled to receive from Trinom. However, there is no
contractual relationship between Converium Ltd and Trinom as only ZIC is the tegal counterparty to the Trinom
transaction. This Catastrophe Agreement is effective as of June 18, 2001, and will remain in effect for the same
period as ZIC's agreement with Trinom, including any extension thereto.

The coverage ZIC and ultimately Converium Ltd have obtained from the Trinom transaction and the related
Catastrophe Agreement is expected to reduce Converium Ltd’s net retained loss for large catastrophe events that
produce insured losses greater than what is referred to in the industry as “once in 100 years” magnitude. Perils
covered by the Trinom transaction and the Catastrophe Agreement include only US hurricane, US earthguake, and
European windstorm fosses that occur before June 18, 2004. Payments from Trinom to ZIC, and similarly from ZIC
to Converium Ltd, are based on modeled reinsurance losses for ZIC and uttimately Converium Ltd’s exposures at
the time of the Trinom transaction.

In a modeled loss contract, the covered party’s aggregate exposure 10 each geographical region and type of
catastrophe, by line of business, is compared to industry-wide data in order to produce the covered party’s market
share of particular 10ss events by line of business using commercially available natural catastrophe loss simulation
modeling software. The software simulates a catastrophe, at various levels of severity, by generating certain prob-
abilistic loss distributions, in order 1o calculate industry-wide losses and the corresponding losses for the covered
party on a “ground-up basis,” by line of business. These losses are then compared to the modeled loss contracts
to determine the amount of the covered party’s recovery in respect of such an event.

Because the Trinom transaction is in two tranches, Converium Ltd's coverage under the Catastrophe Agreement is
also effectively in two tranches. The first tranche provides first event coverages of approximately US$ 65.0 mitlion
on 68% of losses that exceed a range of losses from US$ 209.0 million to US$ 227.0 million; and the second
tranche provides US$ 97.0 million of coverage on 100% of second and subsequent event losses that exceed a
range of losses from US$ 100.0 million to US$ 133.0 million. The amount of losses that must be incurred before
coverage applies relates to the type of loss event, e.g. earthquake, hurricane or windstorm. The expected annual
cost of the Catastrophe Agreement to Converium ttd is approximately US$ 9.4 million. However, if Converium
Group collects amounts as a result of a loss event that is protected by the Catastrophe Agreement, Converium
Group will be required to pay higher amounts for the remainder of the Catastrophe Agreement’s term, and to
reduce the recavery by these higher amounts.

10. Debt

As part of the Transactions, Converium Group assumed US$ 200.0 miltion principal amount of non-convertible,
unsecured, unsubordinated Senior Notes (the "Senior Notes™) originally issued during October 1993. The Senior
Notes mature in full on October 15, 2023 and bear interest at the rate of 7.125%, payable semiannuaily in arrears
on April 15 and October 15. Debt issuance costs and discounts incurred related to the Senior Notes have been
deferred and are being amortized over the term of the Senior Notes.

1. Income iaxes

Tabls 11,1
ncome tax (henefind axpense
(US$ million)
Year ended December 31 2001 2000 1999
Switzerlansd
Current 10
Deferred 46
Total 3:6
Enited States
Current 319
Deferred 92
Total 227
Genuany
Current
_ Deferred
Total=i5:
Jolal
Current 32.9
Lo Detered S U
Totat income tax (benetity.expense . 406

Table 11.2 illustrates the factors that cause the actual income tax expense to differ from the expected amount
computed by applying the expected rate.

Tabls 112

Expectaid and schusf fncoms oy axpense

(US$ milion)

Year ended December 31 2001 2000 1999

-11.7 37.7

Expected income tax (benefit) expense
Increase (reduction) in taxes resulting from:
Tax-exempt interest income
Non-taxable reinsurance contract
Amortization of goodw
Branch tax

Unusable net operating losses
Valuation allowance

-deductible ceded premiums

181

The “expected” weighted average tax rates for Converium Group were 33.6%, 23.9% and 38.3% in 2001, 2000
and 1999, respectively. These rates were derived by obtaining a weighted average of the expected statutory
income tax in relation to the income generated in the various territories in which Converium Group operates. Con-
verium Group’s future effective tax rate will depend largely on its tax strategies as a separate, independent com-
pany. Non-taxable reinsurance contract income results principally from the difference in financiat statement versus
US federal income tax treatment of certain intercompany reinsurance contracts.

Deferred income taxes are provided for all temporary differences, which are based on the difference between
financial statement carrying amounts and the income tax bases of assets and liabilities. The income tax base of an
asset or liability is calculated in accordance with the rules for determining taxable income established by the local
taxation authorities. For a particular asset or liability, this may result in a deferred tax asset in one country but a
deferred tax liability in another as reflected in Table 11.3,

Tabls 11.3
freferred huonm
(US$ million)
December 31 2001 2000

tanes

fyefesred ncoms tag assels
Loss reserve discount
Unearned premium reserve deduction
Accruals not currently deductible
Impairment of equity securities
Partnership loss
Loss carryforwards
Other o
Total deferred income tax assets
Valuation allowance
Net deferredincome taxassets
ome tax liahititles
Loss reserve discount
Deferred policy acqu
Unrealized appreciation of investments
Reinsurance contracts
Investments
Other .
Total deferred income tax liabilities
Net deferred income tax assets .
deferred income tax asséts (lisbihtigsy as of D

The current income tax receivable (payable) as of December 31, 2001 and 2000 was US$ 4.8 million and US$
(14.9) million, respectively.




Converium Reinsurance {(North America) Inc. historically filed a consolidated US tax return with other subsidiaries
and affiliates of Zurich Financial Services. The method of tax allocation between companies was based on an
intercompany tax aflocation agreement, and taxes were allocated to each of the companies in the US consolidated
tax group on a separate company tax return basis. As of December 31, 2000, Converium Reinsurance (North
America) Inc.'s current income tax payable of US$ 11.9 million was due under this tax allocation agreement.

In connection with the Master Agreement, the tax allocation agreement was terminated and amended (the
”Amended Tax Agreement”). Converium Reinsurance (North America) Inc. paid US$ 54.9 million to settle all costs,
net of payments, through the date of the Transactions under the Amended Tax Agreement according to its terms.
Such settlements will be “trued-up” at the time the tax returns for 2000 and 2001 are filed. Further, certain affil-
iates of Zurich Financial Services will indemnify (and Zurich Financial Services will guarantee the performance of
such affiliates) certain parties, including Converium Reinsurance (North America) Inc., for any US income tax lia-
bilities arising out of the Transactions and prior restructurings and certain other potential tiabilities

As of December 31, 2001, subsidiaries of Converium Group had total net operating loss carryforwards of US$
327.0 miltion available (subject to various statutory restrictions) for use in future tax returns, the majority of which
will expire in 2021. A valuation allowance has been recorded related to certain income tax loss carryforwards in
Switzerland.

12 Empioyee benefits

Prior to the Separation Date, employees of Converium Group participated in various pension plans of Zurich
Financial Services or its affiliates. After the Separation Date, Converium Group has established a number of inde-
pendent benefit plans for its employees. Converium Group will honor the term of an employee’s service with
Zurich Financial Services for the purposes of determining benefits under these new plans.

During 2001 some employees belonged to defined benefit plans. Other employees participate in defined contri-
bution ptans, providing benefits equal solely to contributions paid plus investment returns

Personnel costs incurred for 2001, 2000 and 1999 were US$ 104.8 million, US$ 72.2 million and US$ 73.6 m
lion, respectively.

{a} Definsd benaft peraion plang

Employees of certain of Converium Group's entities are covered under various defined benefit pension plans.
gibility for participation in these various plans is either based on completion of a specified period of continuous
service or date of hire. Benefits are generally based on the employees’ years of credited service and average com-
pensation in the years preceding retirement. Annual funding requirements are determined based on actuarial cost
methods.

The transition obligation (asset) for some entities was determined as of January 1, 1998, the date of SFAS 87
adoption, due to the unavailability of prior actuarial data. The transition obligation (asset) is being amortized over
the greater of either fifteen years or the service period of the employees on a straight-fine basis.

Table 12.9

Weighted average 2001 2000 1999
Discount rate 4.30% 43%% 4.36%
Expected long-term rate of return on assets _525% 5.25% 5.25%
Future salary increases ! 257% 2.65% 2.59%
Future pension increases 1.36% 137% 1.39%

Table 12

2000 1999
Frotectst Banetit obligation
Projected benefit obligation as of January 1 17 45.1
Service cost 2.7 2.6
Interest cost 17 1.8
Plan amendments — -
Actuarial {gains) losses -2.4 06
Foreign currency translation effects 0.7 -6.3
Benefits paid o -2.0 2.1
Projected benefit obligation-as-of December 31 424 417
Fair vatue of plan assels
Fair value of plan assets as of January 1~ o 325 300 31.4
Actual return on plan assets -1.7 1.5 1.5
Employee contributions - 1.1 10 08
Employer contributions 2.6 2.2 29
Net transfer adjustment from the Transactions -95 —
Foreign currency transtation effects . B -1.1 -0.2
Benefits paid -0.3 -2.0 .
Fair.value of plan assets as of December.31 i 236 5325 300
Fuodad status
Funded status -20.0 99 _..-17
Unrecognized transition obtigation 10 1.5 20
Unrecognized net actuarial (gains) losses - 2.0 -1.3 0.3

Far the years ended December 31

2001 2000 1999

Service cost i 27 2.6
lnterest cost 1.7 18
Expected return on plan assets -1.0 -1.5
Employee contributions } -1.0 -0.8
Amortization of transition obligation 05 .06

Netperiodichenefivexpense =0 =0 0 e 0 A 29 27
Table 124

Arorued penston Dallity As of December 31,

(US$ miliion) 2001 2000 1999
Balance at January 1 -97 -94 -11.1
Current year expense -2.4 -29 2.7
Contributions paid B - 26 22 29
Net transfer adjustment from the Transactions -95 — —
Foreign currency translation effects .04 .04

Bafancetat: December 31 97

As part of the finalization of the Transactions in respect of employee benefits, there was a transfer of pension fund
assets and benefit obligations from the Zurich Financial Services pension funds to the pension fund of Converium
Ltd. Under US GAAP, the net impact of this transfer resulted in an increase in the liabilities of Converium Ltd to its
pension fund and a corresponding reduction of equity of US$ 9.5 million. Zurich Financial Services administered
the benefit plan to cover the existing Converium Ltd participants through December 31, 2001.

As of January 1, 2002, Swiss employees of Converium Ltd are covered under a new pension plan, whereby both
the employees and employer provide contributions based on salary, as defined in the plan, and retirement bene-
fits are based on accumulated retirement savings capital and age at retirement. The new plan guarantees the
retirement benefits which employees were entitled under the former Zurich Financial Services pension ptan as of
December 31, 2001 and transfers the termination benefits of the former plan into the pension plan of Converium Ltd.



{b} Defined rontribution pension pla
Converium Reinsurance (North America) Inc. sponsors various qualified defined contribution plans. Substantially
all employees of Converium Reinsurance (North America) Inc. are eligible for participation in these plans. The plans
provide for voluntary contributions by employees which typically range from 0% to 15% of annual sataries. Con-
tributions by the employer are typically another 10% (matching or otherwise). In addition, various supplemental,
non-qualified deferred compensation plans allow members of management to defer certain amounts of compen-
sation and receive specified contributions. Converium Reinsurance (North America) Inc.’s contributions under these
plans amounted to US$ 2.4 million, US$ 1.8 million and US$ 1.7 million in 2001, 2000 and 1999, respectively.

13. Share compensation and incentive plans

Converium Group has various incentive and share-based compensation plans to attract, retain and motivate man-
agement and employees, to reward them for their contributions to the performance of Converium Group and
encourage employee share ownership. Share-based compensation plans include all plans under which shares or
options to purchase shares are awarded. The grant of shares and options to purchase shares in Converium Holding
Ltd is at the discretion of the Remuneration Committee of the Board of Directors.

{a} Cash-baseid incentive plans

Various Converium Group entities operate short-term incentive programs for executives, management and in
some cases employees. Awards are made in cash based on the accomplishment of both organizational and indi-
vidual performance objectives. The compensation expense incurred in 2001, 2000 and 1999 in connection with
these plans was US$ 16.4 million, US$ 7.8 million and US$ 10.1 million, respectively.

{h} Converium Group share-based plans

Share plan

Converium Group adopted a share plan (the “Share Plan”) for selected executives. Generally, the size of a partici-
pant’s award is based on their level of responsibility and position, market conditions and the extent of the execu-
tive's prior participation in other Converium Group plans. Under the Share Plan, 20,863 shares were awarded to
executives in 2001, These shares vest in their entirety on December 11, 2007, and are subject to acceleration
after December 11, 2004 based on the achievement of certain performance objectives.

Retention awards and IPO share grant

In conjunction with the Transactions, Converium Group granted retention awards to certain employees in the form
of 357,902 shares in Converium Holding Ltd that vest pro rata on December 11, 2002 and December 11, 2003.
Employees other than those who were granted retention awards received, in conjunction with the Transactions,
118,383 shares in Converium Holding Ltd that vest pro rata on Decernber 11, 2002 and December 11, 2003.

Stock option plan

Converium Group adopted a stock option plan (the “Stock Option Plan”) and certain employees were awarded
options to purchase shares in Converium Holding Lid. Under the Stock Option Plan, 310,233 options to purchase
shares in Converium Holding Ltd were awarded in 2001. The options were issued with an exercise price of CHF
82.00 per ordinary share, or US$ 24.59 per American Depository Share (“ADS"). The exercise prices were equal to
the market value of the shares or ADSs on the grant date. Of the options awarded under the Stock Option Plan,
25% vested immediately on the grant date of December 11, 2001, and 25% will vest each year thereafter. The
options expire 10.5 years after the date of grant.

Executive IPO option plan

In connection with the Transactions, Converium Group granted certain executives options to purchase shares in
Converium Holding ttd (the “Executive IPO Option Plan”). Under the Executive IPO Option Plan, 420,000 options
to purchase shares in Converium Holding Ltd were awarded in 2001. The options were issued with an exercise
price of CHF 82.00 per ordinary share, or US$ 24.59 per ADS, which exercise prices were equal to the market val-
ue of the shares or ADSs on the grant date. Of the options awarded under the Executive PO Option Plan, 25%
vested immediately on the grant date of December 11, 2001, and 25% will vest each year thereafter. The options
expire 10.5 years after the date of grant.

The fair value of options granted was estimated on the date of grant using the Black-Schotes option pricing model
with the following weighted average assumptions used for grants in 2001: risk-free rate of 3.21%, expected lives
of three years, expected volatility of 32.67% and a dividend yield of 0.8%. The weighted average fair value of
Converium Group stock options granted for the year ended December 31, 2001 was US$ 12.08

Table 13.1 summarizes the status of Converium Group’s outstanding stock options for the Stock Option Plan and
Executive IPO Option Plan. All options were granted on December 11, 2001 and none were exercised or forfeited.

Table 121 Qutstanding Exercisable
Number of options 730,233 182,558
Exercise price (CHF) 82.00 82.00
Remaining contractual life (years) 10.5 10.5

{¢} furich fineecial Sevvicas share-Based plars

Prior to the Transactions, employees of Converium Group participated in various share compensation and incent-
ive plans of Zurich Financial Services. After the Transactions, Converium Group established a number of inde-
pendent share-based plans for its employees and certain Zurich Finandial Services share-based plans were con-
verted into Converium Group shares and options.

Employee performance share plan

At Converium Ltd, substantially all employees participated in a performance share plan, which provided cash
and/or sales-restricted awards of Zurich Financial Services shares in connection with specific performance achieve-
ments. In 2000 and 1999, 1,804 and 1,600 Zurich Financial Services shares were awarded under the employee
performance share plan.

Long-term performance share plans

Certain Converium Group employees participated in long-term incentive plans operated by Zurich Financial Ser-
vices. Each principal plan had a three-year performance cycle with a new cydle beginning each year. Specific per-
formance parameters were established for each business unit. The number of shares awarded at the end of the
performance period was determined in relation to the annual salary at the beginning of the performance period.
In 2000 and 1999, 765 and 799 Zurich Financial Services shares were awarded under the long-term performance
share plan

The outstanding share awards to Converium Group employees under the 2000 and 1999 Zurich Financial Services
long-term performance share plans were converted into 207,602 shares of Converium Holding Ltd, of which
91,887 shares vest on December 11, 2002, and 115,715 shares vest on December 11, 2003.

Share option plans

Under the Global Share Option Plan, certain executives were awarded options annually to purchase shares in
Zurich Financial Services, the number of options being determined such that their economic value was a percent-
age of annual salary as of January 1, in the year of grant. The exercise price of the shares was set at 110% of the
average market value of the Zurich Financial Services shares during the month prior to the grant date. In 2000 and
1999, 4,770 and 2,789 options on Zurich Financial Services shares were awarded under the Global Share Option
Plan, and nil and 217 options were forfeited under the plan.

The outstanding options to purchase shares in Zurich Financial Services will be converted into options to purchase
shares in Converium Holding Ltd. The expiration and term of the Converium Holding Ltd options will be the same
as the options from which they were converted. Options which were originally granted in 1999 vest on January
31, 2002 and will expire on January 31, 2006. Options which were originally granted in 2000 will vest on January
31, 2003 and will expire on January 31, 2007

{d} Compensalion expanse

The compensation expense charged to income under both the Converium Group and Zurich Financial Services
share and share option plans was US$ 11.0 million, US$ 0.8 million and US$ 8.2 millior in 2001, 2000 and 1999,
respectively.

14. Shareholders” equity

iay fasyed share capital

Upon incorporation on June 19, 2001, Converium Holding Ltd had share capital of CHF 100,000 divided into
10,000 fully paid registered shares with a nominal value of CHF 10 each, all of which were entitled to receive div-
idends. On Septemnber 24, 2001, the extraordinary general meeting of the shareholders passed two resolutions to
increase the ordinary share capital to CHF 400 miltion, divided into 40 million fully paid registered shares with a
riominal value of CHF 10 each, alt of which are entitled to receive dividends.

{h} Conditionatl share capial
Pursuant to Converium Holding Ltd's Articles of Incorporation, share capital can be increased by the issuance of a
maximum of 4 million fully paid registered shares of CHF 10 nominal value each, amounting to a maximum of CHF



40 million, through the exercise of option or conversion rights which will be granted to the members of the Board
of Directors and to employees.

o} Pividend rectrictions sl capital and solvency reguirements

Converium Holding Ltd is subject to legal restrictions on the amount of dividends it may pay to its shareholders
under the Swiss Code of Obligations. The Swiss Code of Obligations provides that 5% of the annual profit must
be alfocated to the general reserve until such reserve in the aggregate has reached 20% of the paid-in share cap-
ital. Similarly, the company laws of countries in which Converium Group entities operate may restrict the amount
of dividends payable by such entities to their parent companies.

Other than by operation of the restrictions mentioned above, the ability of Converium Group entities to pay divi-
dends may be restricted or, white dividend payments per se may be legally permitted, may be indirectly influenced
by minimum capital and solvency reguirements that are imposed by insurance, bank and other reguiators in the
countries in which the entities operate as well as by other limitations existing in certain of these countries (e.g. for-
eign exchange control restrictions).

In Switzerland, insurance supervisory regulations require entities to fund their statutory reserves at a minimum level
of 20% of net profits until the statutory reserve fund reaches an amount equal to 50% of the statutory share
capital, including freely disposable reserves, if any. In the United States, restrictions on payment of dividends are
imposed by the Insurance Commissioner of the state of domicile. For Converium Reinsurance (North America) Inc.,
dividends are payable only from earned surplus and are limited annuatly to the greater of 10% of the previous
year’s policyholders surplus or 100% of the previous year's statutory net income. Dividends paid in excess of these
limitations require prior approval of the Insurance Commissioner of the state of domicile. In addition, Converium
Reinsurance (North America) Inc. may not, for a period of two years from the date of change in control, make any
dividend to its shareholders without the prior approval of the Connecticut Commissioner. In Germany, the mini-
mum amount of statutory capital required is 10% of the nominal value of the common stock. If the 10% criteri-
on is met, dividends of 100% of current year surplus can be paid. If the 10% criterion is not met, dividends are
limited to @ maximum of 95% of current year surplus tess the prior year loss carryover. Under German faw, an
entity’s supervisory board has the authority to redlassify up to 100% of the current year surpius to retained earnings,
thereby not allowing dividends to be calcutated on this amount. As a result of these restrictions, neither Converi-
um Reinsurance (North America) Inc. nor Converium Riickversicherung (Deutschland) AG are able to pay dividends
to Converium Ltd in 2002. However, Converium Ltd may pay a maximum dividend, net of withholding tax, to Con-
verium Holding Ltd without regulatory approval of approximately US$ 256.0 million as of December 31, 2001. The
maximum dividend that Converium Holding Ltd is able to pay in 2002, before withholding tax, is approximately
US$ 273.0 million as of December 31, 2001.

Statutory capital and surplus for Converium Ltd was US$ 1.5 billion at December 31, 2001. This amount includes
its holdings in Converium Reinsurance (North America) Inc. and Converium Rickversicherung (Deutschland) AG,
which had aggregate statutory capital and surplus of US$ 646.2 million at December 31, 2001, computed under
local statutory accounting principles. As of December 31, 2001, Converium Group's entities were in compliance
with all applicable regulatory capital adequacy requirements.

ith Zurich Financial Services

Converium Group has entered into various transactions with Zurich Financial Services and its subsidiaries, includ-
ing various insurance and cost-sharing arrangements, the most significant of which are described below.

Certain business being retained by ZIC and ZIB pursuant to the Quota Share Retrocession Agreement, as described
in Note 9, will be subject to a Run-off Management and Services Agreement between ZIC, ZIB and Converium
Group. Converium Group will receive commercially customary fees in exchange for the services it renders under
this agreement, which include technical accounting, claims handling, actuarial support and access to certain in-
frastructure.

Some of Converium Group’s information technology applications are operated by service centers of Zurich Finan-
cial Services. Converium Group uses select information technology applications of Zurich Financial Services based
on a service level agreement.

Predominately all of Converium Group’s investments are managed by affiliates of Zurich Financial Services. Con-
verium Group has entered into investment management agreements with these managers whereby the invest-
ment managers manage Converium Group’s portfolio of investment securities in return for fees based on the
average total market value of the assets under management, as well as investment performance if the refated
funds’ return exceeds targeted benchmarks. Fees related to these investment management services were US$ 4.1
million, US$ 4.7 million and US$ 5.1 mitlion for 2001, 2000 and 1999, respectively.

Converium Group utilizes Zurich Financial Services affiliates as fronting vehicles. For example, Zurich American In-
surance Company fronts Converium Group for the USAIG aviation pool. Eagle Star Insurance Company Limited
fronts Converium Group for the Global Aerospace Underwriting Managers Pool. Additionally, beginning in 2001,
Zurich Spedialties London Ltd, frants Carwerium Group for the SATEC space pool. Gross assumed premiums under
these transactions were US$ 44.0 million, US$ 35.8 miflion and US$ 27.3 n for 2001, 2000 and 1999, re-
spectively.

During 2000, Converium Group entered into a significant modified fife coinsurance agreement to assume certain
es of Zurich International, Bermuda Branch. The quota share on these deposits and deposit lia-
es totaled US$ 430.3 million and US$ 410.3 million each as of December 31, 2001 and 2000 and are pre-
sented net on the batance sheet. The contract can be cancelled and withdrawn after five years.

In December 2000, Zurich Financial Services temporarily advanced US$ 233.4 million to Converiurn Group as part
of the normal cash management activities within the treasury function. This amount was repaid in January 2001

Converium Reinsurance (North America) Inc. and Converium Zurich had an intra-Converium aggregate excess of
loss reinsurance agreement in place since July 1, 1997 (“1997 Aggregate Excess of Lass Agreement™). This agree-
ment provided protection to Converium Reinsurance (North America} Inc. for losses that exceeded a net retention
after amounts recoverable from its outside retrocessionaires. Because the 1997 Aggregate Excess of Loss Agree-
ment pre-dated the Transactions, ZIC was the formal counterparty to Converium Reinsurance (North America) Inc.
In October 2001, the 1997 Aggregate Excess of Loss Agreement was amended as follows:

*  Converium Reinsurance {North America) Inc.’s coverage for net losses of US$ 320.4 miflion with respect to all
Amerisafe business retroceded to the Unicover Pool remains in effect, with ZIC as counterparty,

= Converium Reinsurance (North America) Inc.’s coverage for net tosses of US$ 307.5 million from the Septem-
ber 11 terrorist attacks that exceed US$ 58.2 million remains in effect, with ZIC as counterparty,

* The remainder of the coverage under the agreement is commuted.

Converium Group has a limited partnership interest in insurance Partners, L.P, a Delaware limited partnership ("In-
surance Partners”), and a limited partnership interest in Capital Z Financial Services Fund I, L.P., a Bermuda limit-
ed partnership (*Capital Z”). As of December 31, 2001 and 2000, Converium Group’s investments in Insurance
Partners and Capita! Z had a carrying value of US$ 25.8 million and US$ 37.4 million, respectively. As of Decem-
ber 31, 2001, Converium Group has a remaining commitment to Capital Z of US$ 9.2 million.

During July 1999, Converium Group issued a US$ 31.0 million principal amount non-convertibie, unsecured,
unsubordinated note receivable (the "Note Receivable due 2000") to ZIC. The Note Receivable due 2000 princi-
pal amount, together with accrued interest, was repaid on January 19, 2000.

The amounts assumed (ceded) by Converium Group to Zurich Financial Services during 2001, 2000 and 1999 were
as fotlows:

Tebls 15.3

Yransactions with Zarich Finanoial Services

{US$ million)

Cansoiidated ard bhistorical combirad stataments of ntome 2000 1999
for the years anded Bavarmbsy 31

Net premiums earned =21 56.8
Lasses and Joss adjustment expenses 566 =742
Life benefits and policyholder dividends -6.4 19
Underwriting acquisition costs 15




Consolidnted and historical combined balance sheets 2001 2000
a5 of Pecember 33

Premiums receivable 125 253
Reinsurance assets _ 182.9 4252
Losses and loss adjustment expenses, gross 362.0 200.5
Unearned premiums, gross 64.8 50.3
Future life benefits, gross 93 14.8
Funds held under reinsurance contracts 4.0 298.5

See Notes 3, 6,8, 9, 11, 12,13, 16, 17 and 19 for other transactions with Zurich Financial Services.

16. Related party transac

There were no unpaid loans, including guarantee commitments, granted to the Converium Group directors and
members of the Converium Group Executive Committee as of December 31, 2001.

In May 2000, Converium Group entered into a strategic alliance with the Medical Defence Union that resulted in
a49.9% participation in MDU Services Ltd. MDU Services Ltd. distributes medical malpractice insurance policies
1o the members of the Medical Defence Union. These insurance policies are issued by Zurich Financial Services
(UKISA), London, and are 100% reinsured by Converium Group. Gross assumed premiums under this transaction
were US$ 57.0 million and US$ 30.2 million for 2001 and 2000, respectively.

Converiurn Group owns 9.67% of PSP Swiss Property AG, which manages real estate held for investment by
Converium Group.

Supplernent cash tlow disclosures

Significant non-cash financing activity included a net transfer to Zurich Financial Services of US$ 94.0 miltion in
2000, which decreased the batance sheet accounts Zurich Financing Agreement and Net investment by Zurich
Financial Services.

Takte $7.1
(US$ million) 2001 2000 1999

Income taxes (paid) refunded [ 464 a -46.7 549
Interest expense paid o221 -17.1 175

The methods and assumptions used by Converium Group in estimating the fair value of financial instruments are:

* Fixed maturities securities: fair values are generally based upon quoted market prices. Where market prices are
not readily available, fair values are estimated using either values obtained from independent pricing services
or quoted market prices of comparable investments.

¢ Equity securities: fair values are based on quoted market prices.

* Zurich Financing Agreement and Funds Withheld Asset: carrying values of the Zurich Financing Agreement and
the Funds Withheld Asset approximate fair value.

¢ Other investments, for which quoted market prices are not readily available, are not fair valued and are not
significant to Converium Group.

¢ Cash and short-term investments: carrying amounts approximate fair values.

s Debt: fair values are generally based upon quoted market prices.

Tabie 187 lists the estimated fair values and carrying values of Converium Group’s financial instruments as of
December 31, 2001 and 2000.

Total Total Total Total

nolruoents fair carrying fair carrying

value value value value

2001 2001 2000 2000

Fixed maturities ) 2,3314 11 23314 2,236.2 2,236.2

Equity securities 701.4 7014 6110 611.0

Other investments . 51.8 518 52.2 52.2

Short-term investments 89.5 895 115.1 115.1
Funds Withheld Asset/

Zurich Financing Agreement 1,598.5 1.598.5 1,335.2 1,335.2

Cash and cash equivalents 4205 420.5 1219 121.9

Debt -194.1 -1970 -1852 -196.9

19. Conwnitrnents and cortdingencies

Converium Group has provided guarantees or commitments to external parties. These arrangements include com-
mitments under certain conditions to make capital contributions, or provide equity financing. Converium Group’s
guarantees were US$ 150.0 milfion as of December 31, 2001. Converium knows of no event that would require
it to satisfy these guaranties.

To secure certain assumed reinsurance contracts, irrevocable letters of credit of US$ 277.5 million were outstand-
ing at December 31, 2001. A parental guarantee of US$ 120.0 million has been issued related to certain of these
letters of credit.

Converium Group has entered into various operating leases as lessee for office space and certain computer and
other equipment. Rental expenses for these items totaled US$ 10.8 miilion, US$ 10.3 million and US$ 7.5 million
for the years ending December 31, 2001, 2000 and 1999, respectively.

Table 18,1 lists minimum future payments under operating leases with terms in excess of one year.

Winimaar (ulwe payoents ander oparating fras Rental
(US$ million) payments
2002 113
2003 o 1.1
2004 10.7
2005 10.6
200 T . 106
2007 and thereafter e e I 210
Total c : : 753

Converium Ltd leases office space from Zurich Financial Services. The lease term is fixed until 2006, with two
renewal options for three-year terms each. The lease payments are fixed with annual rent escalations based on a
cost of living index. Converium Riickversicherung (Deutschland) AG leases office space from Zurich Financial Ser-
vices. The lease term is for a period of ten years, with an option to renew for up to two additional ten-year terms.
The lease payments are fixed through 2003 with bi-annual rent escalations based on changes in local real estate
price indices.

Converium Reinsurance (North America) Inc. is party to a sublease agreement dated January 1, 1994 as amended
January 26, 1996 with ZC Resource LLC (“ZC Resource™), a subsidiary of Zurich Financial Services. In connection
with the initial public offering of Converium Group, Converium Reinsurance (North America) Inc. entered into a new
sublease with ZC Resource signed July 13, 2001. The sublease has a term of approximately eleven years, ending in
2012.

The fandlord has agreed to allow ZC Resource to continue to sublease office space to Converium Reinsurance
(North America) Inc. after the Transactions. Accordingly, Converium Reinsurance (North America) Inc. will continue
its sublease from ZC Resource and will continue its rent guaranty for ZC Resource. As part of the Transactions,



Converium Reinsurance (North America) Inc. entered into an agreement to indemnify Global Asset Holdings Limited
(“GAHL") (an indirect parent of ZC Resource and a co-guarantor of the prime lease) for losses under the prime
lease or the guaranty caused by Converium Reinsurance (North America) Inc.’s default under the sublease that
results in a default under the prime lease; GAHL, in turn, will indemnify Converium Reinsurance (North America) Inc.
for any losses under the guaranty caused by a default by ZC Resource under the prime tease. CIC will guaranty the
punctual payment of all amounts due by GAHL under the guaranty and all expenses incurred by Converium Rein-
surance (North America) Inc. enforcing the guaranty.

Converium Holding Ltd and its subsidiaries are continuously involved in other legal proceedings, claims and fitiga-
tion arising, for the most part, in the ordinary course of its business operations as a reinsurer. The outcome of such
current legal proceedings, claims and litigation could have a material effect on operating results or cash flows
when resolved in a future period. However, in the opinion of management these matters are not material to Con-
verium Group's financial position, with the exception of the two matters described below

45 Life tnsurance Compapy arbitration

On November 29, 1999, US Life Insurance Company (“US Life") initiated an arbitration proceeding against Supe-
rior National Insurance Company (“SNIC ™), various of its affiliates which are the subject of conservancy by the Cal-
ifornia Department of Insurance, ZC Insurance Company ("ZCIC"), now known as Converium Insurance (North
America) Inc., and CIC. US Life seeks to rescind a multi-year quota share reinsurance contract effective May 1,
1998 on the basis that SNIC or its affiliates made material misrepresentations and omissions in procuring that con-
tract. Inception-to-date amounts ceded to the contract through December 31, 2001 are US$ 54.0 million premi-
ums earned, US$ 18.1 million commissions earned and US$ 75.9 million losses incurred. Based on the limited in-
formation available to date, Converium Group is unable to predict Converium Insurance (North America) Inc.'s
chances of prevailing in this action.

Unitcreer Rgation

in March 2000, Converium Reinsurance (North America) Inc. commenced arbitration proceedings against mem-
bers of the Unicover Occupational Accident Reinsurance Pool (the “Pool”) relating to the Pool's attempt to repu-
diate a retrocessional agreement between Converium Reinsurance (North America) Inc. and the Pool. At the end
of March 2000, the Pool initiated a legal action in the Supreme Court of the State of New York, County of New
York (the "New York Court”), seeking to stay the arbitration

In September 2000, the New York Court issued a judgment staying the arbitration by accepting the Pool’s position
that Unicover Managers, inc. (“Unicover Managers”) was no longer authorized to act on the Pool’s behalf at the
assertedly relevant time. Converium Reinsurance {(North America) Inc. appealed the factual findings under this
judgment.

Converium Reinsurance (North America) Inc.’s position when the treaty was wiitten was, and still is, that the Pool
members are bound under the retrocessional contract. Converium Reinsurance (North America) Inc. believes that
the members of the Pool are in error, and thus initi igation in Washington State Court and an arbitration to
be held in Dallas, Texas with a view to: (1) compelling the Pool members to perform under the retrocessional con-
tract; or (2) in the alternative, seeking to unwind the Amerisafe Interstate Insurance Company (" Amerisafe”)/Con-
verium Reinsurance (North America) Inc. leg of the transaction as these were integrated transactions; or (3) to hotd
the reinsurance intermediary, Guy Carpenter & Company Inc. ("Guy Carpenter”), and/or Unicover Managers re-
sponsible for any losses incurred by Converium Reinsurance (North America) Inc.

Converium Reinsurance (North America) Inc. filed the litigation in a Washington State Court in October 2000
against the Pool, Amerisafe, Unicover Managers and Guy Carpenter. Amerisafe has since been dismissed from the
Washington action on personal jurisdictional grounds. The Texas arbitration with Amerisafe was also initiated in
October 2000. In March 2001, Amerisafe commenced a related action against Converium Reinsurance (North
America) Inc., Zurich Financial Services Group and Guy Carpenter in the US District Court for the Western District
of Louisiana.

In September 2001, the Appellate Division of the New York Court converted the proceeding from one limited to
the issue of arbitration into an action for declaratory judgment and remanded the case for further proceedings.
The Appellate Division held that a review of the merits indicates that there are issues of fact warranting a trial of
the issue of enforceability of the retrocessional agreement. Converium Reinsurance (North America) Inc. has
moved to dismiss this action based on the proceedings already commenced in Washington state.

The potential financial exposure to Converium Reinsurance (North America) Inc. is contingent upon the ultimate
incurred ratio of the retevant portfolio and the outcome of Converium Reinsurance (North America) Inc.’s various
litigations and the arbitration mentioned above. Inception-to-date amounts ceded to the Pool through December
31, 2001 that are related to the Amerisafe treaty are as follows:

(US$ million)

Premiums earned 151.8
Commissions earned 653
Losses incurred 384.2

Based on the timited information available to date, Converium Group is unable to predict Converium Reinsurance
(North America) Inc.’s chances of prevailing in any of these actions. See Notes 9 and 15 regarding aggregate excess
of loss protection related to Unicover.

storical combined entities

20 Conselidated and

A list of operating entities and other important holdings, together with the country of incorporation and Con-
verium Group's ownership interest, is set out below.

Country of % of equity
Entity incorporation shares held
Converium Ruckversicherung (Deutschland) AG Germany 98.6
Converium Holding Ltd Switzerland .00
Converium Ltd Switzerland 100
Converium Holdings (North America) Inc. us . 100
Converium Reinsurance (North America) Inc. us 100
Converium insurance (North America) Inc us 100

Z21. Earnings per share

Earnings per share data is calculated based on 40 million registered shares of Converium Holding Ltd issued and
outstanding as of December 31, 2001 as though these shares were outstanding for all periods presented. Diluted
earnings per share data is computed similar to basic earnings per share data except that the weighted average
shares outstanding is increased to include potential common shares, such as shares from non-vested stock grants
and the assumed exercise of stock options, if dilutive. Potential common shares, which totaled 40,000 for 2001,
are excluded from the computation of diluted earnings {loss) per share as their inclusion would be anti-dilutive.

R

272 Subsequent events (unaudited)

Certain claims are being asserted against Converium Reinsurance (North America) Inc. (“CRNA”) and Converium
insurance (North America) Inc. (“CINA"), along with Centre Insurance Company {“CIC") and certain of its at
ates by various insurance companies in liquidation in the State of California (“Liquidating Companies”), which
companies previously were subsidiaries of the Superior Nationa! Insurance Group (“SNIG"). As of December 31,
2001, there was no formal litigation pending between the Liquidating Companies. The principal claims which
have been asserted against CIC, rather than against CRNA and CINA, consist of oraf statements to the effect that
certain transfers, including a transfer to CIC in December 1999 of certain assets in the amounts of US$ 163.4
million and US$ 22.3 million, constituted voidable preferences and fraudutent conveyances. In addition, as of
December 31, 2001, a tolling agreement was in place between, among others, CRNA and CINA, on the one
hand, and the Insurance Commissioner of the State of California, on his own behalf and as Liguidator of the
Liquidating Companies (the “Commissioner”), on the other hand, with regard to the referenced claims. That
tolling agreement expired on January 16, 2002.

On January 16, 2002, the Commissioner filed a complaint against CIC and affiliates, as well as CRNA and CINA,
on behalf of the Liquidating Companies, in a proceeding in the Superior Court of the State of California, County
of Los Angeles. The complaint alleges several counts, including voidable preferences and fraudulent transfers,
seeking the recovery of transfers totating US$ 202.9 million, damages for breach of contract in the amount of US$
59.8 million, additional damages in an amount to be proved at trial, and punitive damages. The overwhelming
bulk of the damages sought appear to arise out of CIC transactions, not CRNA or CINA transactions. CRNA and
CINA have not yet responded to the complaint, but intend to defend this litigation vigorously and to assert vari-
ous setoffs. As part of the separation of the Converium Group from Zurich Financial Services (“ZFS"), ZFS has
agreed to indemnify Converium Group for fiabilities arising out of or related to the assets not assumed by or trans-
ferred to Converium in the separation. Based on the limited information available to date, Converium Group is
unable to predict CRNA'S and CINAS chances of prevailing in this action.
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As statutory auditors, we have audited the accounting records and the financial statements (balance sheet, income
statement and notes included on pages 50 to 53 of Converium Holding Ltd for the year ended December 31, 2001.
The financial statements include the period from June 19, 2001 (date of incorporation) to December 31, 2001.

These financiat statements are the responsibility of the Board of Directors. Our responsibility is to express an opin-
ton on these financial statements based on our audit. We confirm that we meet the legal requirements concern-
ing professional qualification and independence.

Our audit was conducted in accordance with auditing standards promulgated by the Swiss profession, which
require that an audit be planned and performed to obtain reasonable assurance about whether the financial state-
ments are free from material misstatement. We have examined on a test basis evidence supporting the amounts
and disclosures in the financial statements. We have also assessed the accounting principles used, significant
estimates made and the overall financial statement presentation. We believe that our audit provides a reasonable
basis for our opinion.

In our opinion, the accounting records and financial statements and the proposed appropriation of available earn-
ings comply with Swiss law and the company’s articles of incorporation.

We recommend that the financial statements submitted to you be approved.

PricewaterhouseCoopers Ltd

Lukas Marbacher Peter LUSSH

Zurich, March 9, 2002

Converium Holding Ltd is the holding company of Converium Group with primary listings on the SWX Swiss
Exchange and on the NYSE New York Stock Exchange. Converium Holding Ltd was incorporated on June 19, 2001
with a share capital of CHF 100,000. As part of the Transactions Converium Holding Ltd was established as the
holding company of Converium Group and its share capitat was increased to CHF 400,000,000. The shares of
Converium Holding Ltd were placed in an initial public offering in December 2001 and trading in Converium Hold-
ing Ltd shares started on the SWX Swiss Exchange and the NYSE New York Stock Exchange on December 11, 2001.

Its principal activity is the holding of affiliates.

The income consists mainly of interest income. The net loss of Converium Holding Ltd was CHF 1.5 million for the
period June 19, 2001 to December 31, 2001.
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(CHF million) Notes June 19, 2001 (CHF million)

(date of incorporation} Year ended December 31 Notes 2000

to December 31, 2001
Revenues Assets
Net interest income 6 26 tnvested assels

Investments in affiliates 5 2,8095

Expenses Note receivable from Converium Reinsurance (North America) Inc. 6 249.4
Other operating and administration expenses Totakinvested assets: i ) : i L L i 3,058.9

Interest expense
Taxes
Total expenses

Current aseuis
Cash and cash equivalents L : ..284
Other receivables from affiliates : 120

Accrued income 1.8
The notes to the financial statements are an integral part of these financial statements. Total current assets . T : 42.2
. = LR
Lizhilitiss

Note payable to Converium Ltd e 7 249.4
Other payables to affiliates 235
Accrued expenses 20.0
Total hial o o : : 2929

Shareholders’ sruity
Common stock 8 400.0
Additional paid-in capital (general legal reserve} 8 2,409.7
Retained earnings current year . =15
Total:équity o : ; ; 8 2,808.2
F0ii

The notes to the financial statements are an integral part of these finandial statements.



1. Basis of preparation

Converium Holding Ltd presents its financial statements in accordance with Swiss Law, which is a comprehensive
basis of accounting other than accounting principles generally accepted in the United States (US GAAP). The
primary differences from US GAAP are that these Swiss Law statements are unconsolidated, and the Investments
in affiliates are carried at a value no higher than their cost less adjustments for impairment, if any, rather than at
their US. GAAP net equity.

2. Summary of sigaificant accounting

{a} Fersign curraniy translation

Outstanding balances in foreign currencies arising from foreign currency transactions are translated at end-of-pe-
riod exchange rates. Revenues and expenses are translated using the exchange rate at the date of the transaction.
The resulting exchange differences are recorded in the statement of income.

(b} lnvestments in affilintes

Investments in affiliates are equity interests, which are held on a long-term basis for the purpose of the holding
company’s business activities. They are carried at a value no higher than their cost less adjustments for impairment,
if any.

3. Other operating and administration expenses

Operating and administration expenses primarily consist of directors and officers and insurance expenses of CHF
1.9 million.

As a Swiss holding company, Converium Holding Ltd is not subject to income taxes on its dividend income on its
investments in affiliates. The tax expense consists mainly of capital taxes

5. Investments |

Investments in affiliates are a 100% interest in Converium Ltd with a carrying value of CHF 2,809.5 million.

. Note receivable from Converium Rainsurance (North America) inc,

The note receivable from Converium Reinsurance (North America) Inc. of CHF 249.4 million (US$ 150.0 million) is
a surplus contribution note, due October 1, 2006, at an interest rate of 8.75% per annum.

ym Lid

7. Note payable to Convy

The note payable to Converium Ltd of CHF 249.4 million (US$ 150.0 million) is a note due October 1, 2006, at an

interest rate of 7.0% per annum.

a. Shareholders” eq

{n} sund share captial

Upon incorporation on June 19, 2001, Converium Holding Ltd had a share capital of CHF 100,000 divided into
10,000 fully paid registered shares with a nominal value of CHF 10 each, all of which were entitled to receive div-
idends. On September 24, 2001, the Extraordinary General Meeting of the shareholders passed two resolutions to
increase the ordinary share capital to CHF 400 million, divided into 40 million fully paid registered shares with a
nominal value of CHF 10 each, all of which are entitled to receive dividends.

{bY Conditional share capitad

Pursuant to Converium Holding Ltd’s Articles of Incorporation, share capital can be increased by the issuance of a
maximum of 4 million fully paid registered shares of CHF 10 nominal value each, amounting to a maximum of CHF

40 million, through the exercise of option or conversion rights which will be granted to the members of the Board
of Directors and to employees.

4, Shareholders

The shares registered in the share register at December 31, 2001 of 17.9 million were owned by 1,229 shareholders
of which 953 were private individuals holding 1.3% of total outstanding shares, 118 were foundations and pen-
sion funds holding 7.8% of total outstanding shares, and 158 were other legal entities holding 35.7% of total
outstanding shares.

According to the information available to us on December 31, 2001, the following represented an important
shareholder holding more than 5% of common stock as spedified in article 663c of the Swiss Code of Obligations:
Zurich Insurance Company (*ZIC"), a wholly owned subsidiary of Zurich Financial Services. ZIC held 5,000,000
shares or 12.5% of the shares as per December 31, 2001, and had granted the underwriters of the initial public
offering of Converium Holding Ltd the right to purchase up to an aggregate of 5,000,000 shares representing up
to 12.5% of the shares, at the initial public offering price. The underwriters fully exercised this right in January.




Dividend-paying registered shares at March 9, 2001 40,000,000

Appropristion of availabie carnings as proposed by the Board of Directon

Net loss

Dividend for 40,000,000 registered shares -
Balance carried forward -1.5

The Board of Directors plans to propose at the annual general meeting an appropriation of the available earnings
in accordance with the above table. If this proposal meets with the approval of the general meeting of share-
holders in Zurich, Switzerland on April 30, 2002, no dividends will be paid.

Zurich, March 9, 2002

On behalf of the Board of Directors of Converium Holding Ltd

Peter C. Colombo Georg Mehl

Roard ot Directors

The Board and its members are entirely independent, marking the beginning of a new phase of self-directed gov-
ernance for the business comprising Converium Group. Each member has relationships that are tmportant to
Converium, and will help to extend its reach in the global insurance environment. The Board members are:

Peter C. Colombo, Chairman since November 16, 2001
Georg Mehl, Vice-Chairman since November 16, 2001
Terry G. Clarke i i . I since January 1, 2002
Jirgen Forterer since November 16, 2001
Derrell ). Hendrix . ~ since November 16, 2001
George G.C. Parker since Novemnber 16, 2001
Anton K. Schnyder since November 16, 2001

In compensation for their services, the members of the Board receive a fixed cash sum and share options for each
annual term, the time period from one annual shareholder meeting to the next.

Position Cash compensation (US$) Equity compensation {U5$)
Chairman 60,000 75,000 in aptions
Vice-Chairman - B 50,000 60,000 in options
Directors 40,000 50,000 in options

The following table Hlustrates the compensation paid to each of the members of the Board of Directors in 2001

Total compensation paid in 2601 uss
Peter C. Colombo 14,266
Georg Mehl 11,880
Terry G. Clarke n/a
Jurgen Forterer . 9.510
Derrell J. Hendrix 9,510
George G.C. Parker 9,510
Anton K. Schnyder 9,510

The members of the Board of Directors have the following shareholding in the Group:

Shares held at Options held at
December 31, 2001 December 31, 2001

Peter C. Colombo
Georg Mehl

Terry G. Clarke
Jurgen Forterer
Derrell ). Hendrix
George G. C. Parker
Anton K. Schnyder

2i2i2.12.:3

We have retained RISConsulting, of which Mr. Hendrix is Manager and Chief Executive Officer. For 2001, we have
paid a total of US$ 0.4 million in fees to RISConsulting.

Converium’s lead executives comprise an executive management team, the Group Executive Committee. It has
four members. The Group Chief Executive Officer, the Chief Executive Officers of each of the business segments
and the Group Chief Financial Officer. The Group Executive Committee is responsible for implementing the
Group's overall strategy, ensuring effective collaboration between each of Converium’s subsidiaries, and review-
ing progress against financial and operating plans as approved by the Board of Directors. The members of the
Group Executive Committee are: Dirk tohmann, Richard E. Smith, Frank Schaar and Martin A. Kauer.

The total aggregate compensation of the officers of the Group Executive Committee in 2001 was as follows:
US$ 3,642,122, including base salary and cash awards made under short and long term incentive plans paid

during 2001 (Group Annual Incentive Plan), IPO related incentive payments and the estimated value of other com-
pensation-related items. In addition, Group Executive Committee members held shares and options in the com-



pany at the end of December 2001. Some were awarded under Converium's new share plan, some converted to
Converium shares and options from Converium’s former parent, Zurich Financial Services, and others bought in
conjunction with the IPO.

Shares held at Options held at

December 31, 2001* December 31, 2001

Dirk Lohmann 17,686 162,852
Richard £. Smith 39,417 78,978
Frank Schaar 3,463 51,698

Martin A. Kauer ) 6,187 53,119

* includes vested and unvested shares



